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VOLUME XXXIV SEPTEMBER, 1944 NUMBER ONE 


THE DISPOSITION OF SURPLUS WAR PROPERTY* 
By Joun D. SUMNERT 


The focus of this paper is public policy with respect to the dispo- 
sition of surplus war inventories held by the government. Some refer- 
ence will be made to special issues relating to the disposition of war 
plants and to the question of national stockpiles of critical raw ma- 
terials. 

Before turning to a discussion of policy issues, with which my dis- 
cussion will be largely concerned, I should like to touch briefly on the 
quantitative magnitude of surplus inventories and to outline present 
organizational arrangements governing disposal. 


Quantitative Introduction 


Available information with respect to the quantitative phases of the 
problem is not sufficiently accurate or detailed to be of more than illus- 
trative interest. This will doubtless remain true for months to come. 
Indeed, it may well be that the government will never know with 
accuracy the actual amount of surplus goods it has for sale until the 
disposal program is largely consummated. 

The quantity of property that will be “surplus” at the close of the 
war has been estimated at from 50 to 70 billion dollars, exclusive of 
approximately 15% billion dollars invested in war plants.* In addition, 
it is estimated that war contractors at the end of 1943 had on hand 
finished goods valued at approximately 2 billion dollars and raw ma- 


*A paper given before the Conference on Price Research, New York City, May 5S, 
+The author, on leave from the University of Buffalo, is Economic Advisor to the 
ity Administrator for Price in the Office of Price Administration. Statements in this 

> an expression of personal opinion and do not represent the position of the Office 


f Price Administration. 


act ual statements in this section are based on estimates by Mr. A. D. H. Kaplan, 
dook on The Liquidation of War Production (New York, 1944). His estimates are 
generally consistent with others that have come to the writer’s attention. 
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terials and goods in process valued at some 8 billion dollars. Private 
investment in productive capacity, including public utilities, during the 
war has been estimated at approximately 6 billion dollars. 

The estimated inventory valuation of 50 to 70 billion dollars wi] 
consist primarily of aircraft, shipping and ordnance material which 
will be retained by the government, or scrapped or disposed of outside 
ordinary commercial channels. An estimated one-fourth of the total 
valued at some 15 billion dollars, will consist of non-ordnance items 
of which perhaps half may be located within the United States. the 
rest abroad. This inventory will include substantial amounts of cloth- 
ing and equipment, motor vehicles and parts, food, and other com- 
modities such as engineering equipment and tools, medical supplies, 
chemicals, railroad equipment, portable communications apparatus, and 
the like. 

Of raw and semi-processed materials and finished goods in the hands 
of war contractors perhaps 75 to 80 per cent may be too specialized 
to find a civilian market other than as scrap. Consequently, Mr. Kaplan 
estimates that 2 to 2% billion dollars of contractors’ inventories may 
be suitable for the civilian market. 

The estimate of 15% billion dollars of government-owned plant and 
equipment is exclusive of military installations. Considerably more than 
half of the total has been expended for equipment as contrasted with 
buildings and structures. Just what proportion may be salable for 
civilian purposes is questionable; the salable portion probably should 
not be estimated at more than one-half of the total. 

To summarize the above, the close of the war may find the govern- 
ment in possession in this country of approximately 6 to 7 billion 
dollars of surplus goods inventories, exclusive of ordnance, aircraft and 
shipping items, and private contractors possessed of 2 to 3 billion 
dollars of salable commodities. While the government will own more 
than 15 billion dollars’ worth of plant and equipment, no more than hali 
can be expected to be of value commercially. 

No one who has given the matter attention would regard the above 
estimates as useful except as a rough index of the magnitude of the 
surplus problem. The difficulties of statistical collation are obvious: 
accurate inventories of stocks on hand are not a matter of publi 
information. Nor, unfortunately, is accurate knowledge generally in 
the possession of government agencies. The quantity of goods overseas 
at the termination of hostilities clearly depends on the duration and the 
character of the fighting in all theaters of war as well as on the extent 
to which government procurement has been accurately related to pro- 
spective need. Further, it is not possible accurately to determine the 
extent to which so-called ordnance material may prove to be susceptible 
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of private use. Finally, the future attitude of the government toward 
the permanent retention of inventories and plants cannot be predicted 
with assurance. 

Nevertheless, it is clear that the magnitudes involved are far in 
excess of those resulting from World War I. Ten weeks of war produc- 
tion at rates prevailing at the close of 1943 equalled the entire output of 
World War I, valued at approximately 17 billion dollars. 

Some are inclined to the view that the economy may absorb the sur- 
plus inventory without great difficulty. Mr. Kaplan,’ for example, points 
out that his estimates of surplus goods available for sale through com- 
mercial channels amount to no more than two months of present retail 
sales volume, from which one might infer that the absorption of the 
stocks involved should not be too great a problem. Perhaps this will be 
the case. But perhaps not. As Kaplan recognizes, the significance of 
the surplus will vary enormously between particular commodity cate- 
gories. Thus, while the 15 billion dollars represents but two months’ 
retail sales, the estimated surplus of clothing and equipage is valued at 
4 billion dollars, or roughly 14 times monthly retail sales of apparel. 
Even without wide variations in the quantitative magnitude of surpluses 
relative to the private peacetime consumption of given commodities, the 
probable demand elasticity for various types of commodities differs 
widely. In some areas two to three months’ inventory represents a prob- 
lem of little significance; in other areas the prompt absorption of that 

iount of supply in an ordinary peacetime period may well be impos- 
sible without severe effects on private production. Difficulties may well 
be most acute with respect to certain industrial materials such as 
iluminum and magnesium, or even copper or steel, where war produc- 
tion is far above that of peacetime, and the potential supply from scrap 
iS enormous. 

"he impact of surpluses on the domestic economy will of course be 
much less if the military phase of the war declines gradually over a 
period of several years. If, on the other hand, hostilities cease through- 
out the world at approximately the same time, and inventories have 
not yet gone overseas to the full extent that would otherwise be true, 
the impact of surplus goods on certain of our markets is potentially 
very great indeed. 


Present Organizational Arrangements 


Briefly stated, the present situation is as follows: The President, on 
E ebruary 19, issued Executive Order No. 9425 establishing the Surplus 
War Property Administration, and making that office subordinate to 


in his book cited above. 
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the office under Mr. Justice Byrnes. This Executive Order was issued 
shortly after the issuance of the Baruch-Hancock report and in general 
follows lines therein recommended. 

The Surplus War Property Administration is established as an 
agency responsible for policy and planning, with the advice of a board 
consisting of representatives of the following agencies: WPB, War, 
Navy, Maritime Commission, State, Treasury, Justice, FEA, WFA, 
RFC, Smaller War Plants, Bureau of the Budget, Federal Works 
and Civil Aeronautics. The Surplus War Property Administration will 
not act as a disposal agency. Subject to SWPA’s determination of policy 
and general administrative arrangements, the responsibility for actual 
disposal has been assigned to the Maritime Commission (surplus ship- 
ping), WFA (foods), RFC (war plants, land, industrial equipment) 
and Treasury Procurement (consumer goods). The War and Navy 
Departments act as disposal agencies only in limited respects.* 

On the legislative front a number of committees of both houses of 
Congress have been laying plans for legislation governing this and 
related phases of post-war problems. Presumably, such legislation will 
be enacted during the present session of Congress,* although the situa- 
tion is confused by the unfortunate hiatus now existing between the 
executive and the legislative branches of the government. 


Policy Issues 


A discussion of the issues involved in surplus property disposal may 
be related to certain general goals of public policy which, I believe, 
will be agreed to be of outstanding importance. I list the following such 
policy goals: 

1. The control of price inflation for so long as a serious inflationary 
problem exists after the war. 

2. The protection of the competitive character of the Americaa 
economy. 

3. The protection of production opportunities in order that there may 
be a minimum of unemployment after the termination of hostilities. 

4. The provision of critical or strategic materials, for reasons of 
future national security. 

5. The recovery, to the maximum degree compatible with other ob- 
jectives, of public investment in surplus goods and plants. 

These headings are chosen for discussion in preference to a popular 
approach which emphasizes the consumer interest, the producer interest, 

*In general, of termination inventory prior to its declaration as surplus to the regular 
disposal agencies, of scrap materials, and of very small quantities of commodities. 


‘Legislation with respect to contract terminations and their settlement was enacted 
July 1, 1944, the Contract Settlement act of 1944, Public Law 395, 78th Cong. 
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the worker interest, and the fiscal and military interests of the govern- 
ment. The group interest approach is suggestive and helpful. However, 
for reasons which I hope will become clear, I do not believe it is too 
illuminating. We might as well recognize one fact of life, which is that, 
while interest groups are powerful factors at work in shaping public 
policy, their aims are net wholly compatible one with another. The 
result tends to become solution by compromise, which is not necessarily 

“best” solution from the standpoint of that goal of which some 
of us still like to think, 7.e., the general public interest. The Attorney 
General, quite properly I believe, recently opposed a suggestion to ap- 
point “representatives” of labor, business and agriculture to the policy 
board of a surplus war property agency.° 

1. The control of price inflation. The disposal of war properties 
can be of great importance in preventing or minimizing further price 
inflation. Alternatively, disposal may be administered in such manner 

s positively to contribute to inflation.® Crucial! considerations here are 

e timing of sales and the terms of sales. 

With respect to the terms of sale used in disposing of some billions 
of dollars worth of civilian merchandise, it is obviously not thinkable 
to follow a policy of charging what the traffic for such goods would 
bear. Selling to the highest bidder in a tight market, while price control 
continues to apply to private transactions, would place the government 
in a fantastic position, and few seriously recommend such a policy. 

The real.issue with respect to the terms of sale is the development of 
and observance by government agencies of price policies that will keep 
sales within such price limits to different classes of buyers as to permit 
an adequate margin between different levels of distribution and produc- 
tion. In many commodity areas, the demand for materials or for finished 
goods may remain tight for a substantial period of time. The ability to 
pay a high price varies widely between firms. Faced with the com- 

‘titive disadvantage of being unable to supply their customers, many 
companies would pay an excessive price rather than go without. 

The result, an undue contraction of margins, would endanger price 
control in two respects: (1) the ability of OPA to hold prices stable 
during the transition period would be weakened by higher cost levels; 
and (2) more importantly, perhaps, the psychological basis for com- 
pliance with price ceilings would be seriously impaired. The human 

‘Statement of Attorney General Biddle before the War Contracts Subcommittee of the 
te Military Affairs Committee, April 18, 1944. 


This is not to be construed as a prediction. The Surplus War Property Administrator, 

Mr. W “i Clayton, early stated that OPA price controls were to be observed in the sale 
i surplus goods. To make previously existing controls more effective, OPA issued in 
January, 1944, a Supplementary Order (No. 81) governing sales of surplus food, and of 
ther’ commodities ($.0. No. 94) in July, 1944. 
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reaction of business is that fairness requires that control of selling prices 
be paralleled by a corresponding control of buying prices. Further. 
violations of ceilings in the case of certain transactions and companies 
tend to spread to other transactions and other sellers. 

Effective price control requires, therefore, not only that ceilings be 
observed in the case of surplus goods, but also that purchasers, whether 
they be retailers, wholesalers, or producers, be able to buy government 
goods at prices not higher than those applicable to purchases from their 
usual sources of supply. In other words, retailers should be permitted 
to pay no more than a regular wholesale price; wholesalers or jobbers, 
no more than the ceiling price appropriate to purchasers from manv- 
facturers or processors. Manufacturers or processors, in turn, should 
be permitted to pay no more than their usual buying price from other 
manufacturers, or from wholesalers, as the case may be." 

Many sales, of course, are apt to be made at prices considerably below 
the ceiling. Well-intentioned public opinion may insist that low prices 
paid by wholesalers, for example, should be carried forward to the 
benefit of ultimate consumers. This is attractive social doctrine and 
failure to observe it will lead to charges that the government permits 
profiteering. The matter is not so simple. Purchases of surplus govern- 
ment stocks may well involve unusual risk. Marketability, particularly 
in the volumes that may be involved in some instances, may be un- 
certain. Regulatory agencies, moreover, are not experienced in deter- 
mining accurately the resale margins really necessary for such trans- 
actions. A well-meaning effort to prevent profiteering based on iow 
government sale prices may operate, more often than not, merely to 
depress still further the price obtainable by government agencies. 

The timing of sales is a second and highly important factor from the 
standpoint of inflation. If it is possible to place any substantial volume 
of government merchandise on the market during the time when demand 
at ceiling prices exceeds supply, the disposal of surplus stocks may 
be of great benefit in taking some pressure off OPA ceilings. After all, 
the ideal way to prevent price inflation is to prevent or minimize 
situations in which money demand at the going price materially exceeds 
the quantity of goods available. Government sales in an inflationary 
period are an ideal solution, not only by easing the supply situation in 
the particular market, but by draining off and cancelling out excessive 
money purchasing power. Sales of merchandise by the government are 
directly comparable in this respect to an increase in taxes: money is 


*The above is an oversimplification. Not only do firms often belong in more than one 
trade category, but some retailers (and manufacturers) buy direct and in large quantitic 
at the lowest price. Other retailers, or the same retailers in the case of other commodi 
ties, typically purchase from wholesalers or jobbers (or from other retailers performing 
a wholesale function). 
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withdrawn from the general economy while the level of government 
expenditure tends in the short run to be independently determined. 

Vithin the limitation regarding ceiling prices mentioned above, the 
fiscal interest of the government, i.e., its desire to realize the highest 
possible amount from public properties, is wholly consistent with the 
the parallel goal of controlling inflation. 

2. The competitive character of the economy. I assume it to be 
one of the main goals of public policy to maintain the pre-war degree 
of competition and, if possible, to increase the competitiveness of the 
economy. So far as the disposition of war plants is concerned, the 
main issue is whether the government should offer equal terms to all 
comers (subject to the limited option ordinarily possessed by companies 
operating such plants) or should definitely favor new producers or 
small or “independent” producers as purchasers. 

While such a policy would be accused of being unfairly discrimina- 

tory, that charge seems not too serious. Certainly, if one assumes that 
a competitive economy is a highly important goal of public policy, 
there can be no valid ethical objection to public properties being sold on 
a basis that will further that goal. Moreover, during the course of the 
war certain advantages have accrued to larger as contrasted with 
smaller firms in the allocation of government contracts and otherwise, 
and there is something to be said for placing some advantages on the 
other side. 
[t will be said, of course, that a policy of selling government plants 
independent producers on unduly favorable terms will be destructive 
of business confidence and, hence, by discouraging investment, consti- 
tute unwise policy. This view would have substantial basis if the gov- 
ernment were to follow a continuing policy of building plants and 
subsidizing nonmonopolistic business through unusually favorable terms 
of sale. In the present situation, however, the plants have already been 
built. They are public property. To sell these particular properties in 
uch manner as to increase the competitive character of the economy 
does not confront business with the risks and uncertainties inherent in 
a longer-run policy. 

The crucial question, I believe, is the extent to which competition 
could really be fostered by a policy of favoritism. It is common knowl- 
edge that most of the 15 billion dollars of government plants are in 
units so large as to make it impracticable for most companies efficiently 
to operate them. In a recent statement Mr. Justice Byrnes said that 
at least 70 per cent by value of government plants are in units costing 
more than 10 million dollars each.* Moreover, many plants are’ so 
specialized in war equipment or so situated with respect to markets or 


y Attorney General Biddle in his testimony cited above 
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sources of material as to be comparatively inefficient from the stand- 


point of peacetime production. There is serious question whether com- onl 
petition that is momentarily subsidized can be expected to be effective 
competition in the long run. Furthermore, what assurance can the goy- pro 
ernment really receive that, after being purchased on favorable terms by diff 
“independent” enterprises, the really desirable plants will not in turn or 

become controlled by monopolistic undertakings? While limitations por 
could doubtless be placed in sales clauses designed to inhibit this result, sho 
the methods of monopoly are sufficiently complex that one is entitled : 
to doubt the efficacy of such limitations. per 


It is desirable to take special pains to ensure that independent firms of s 
have an opportunity to purchase such plants. For example, it may be hov 


appropriate, in view of the size of the units involved, to arrange credit lem 
terms or term leases with an option to purchase. I doubt the wisdom of of 1 
going further than this. : 

Some will favor using this opportunity to embark on a policy of public aite 
competition through government operation of plants turning out prod- que 
ucts now largely monopolized. In other words, a series of semi-TVA is t 
projects is conceivable and will be urged in certain quarters. Attorney f 
General Biddle, for example, has urged that legislation provide for dep 
“operation” of government-owned plants pending their ultimate dis- sur] 
posal, although he does not specifically advocate public competition. hun 
This raises a series of issues beyond the scope of the present discussion. hav 
However, it is difficult to resist an offhand comment to the effect that take 
public competition, to be effective, should be worked out with the end doll 
of effective competition initially in view, and not represent a makeshift com 
effort to take over certain plants located and constructed solely from the ties 
point of view of wartime production. tun) 

I suspect that a more important issue from the standpoint of monop- whe 
oly influences is the terms on which plant equipment and raw and seni- is 
finished goods are sold by the government. The government should one 


generally adopt a policy of offering such commodities on equal terms to whi 
any purchaser in the same line of business. While a policy of ne- a 
gotiated sale may be inherently attractive to disposal agencies, it would of ¢ 
seem to work to the advantage of those large organizations which can will 
afford to maintain Washington representatives and otherwise keep men 
track of all possibilities for lucrative purchase. Disposal agencies should ernt 
consider seriously the adoption of a policy of selling on the basis of men 
competitive bids or quoted prices accompanied by a policy of fullest whi 
possible publicity. This should be subject to the single limitation that the 
maximum price control be in force at different levels of sale. If demand the 
is great, sales should be pro-rated among buyers. Moreover, rather ‘ 
than providing, as do several proposed statutes, that goods be disposed 
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of through “established trade channels,”® good policy dictates protection 
only against speculative inventory accumulation. 

The ability to get scarce materials, equipment or semi-finished goods 
promptly will be of decided importance to the competitive position of 
different firms. Thus, full publicity, sale on the basis of quoted prices 
or competitive bidding, and pro-rating of stocks are especially im- 
portant in a tight market. But the existence of a bargain basement 
should be made known to the small as well as to the large buyer. 

The same problem arises in the case of disposal of articles ready for 
personal consumption. Large retail outlets can be benefited to the harm 
of small retailers. The degree of cor:.petition in most distributive trades, 
however, is sufficiently great so that the public importance of the prob- 
lem is somewhat less significant, in my judgment, than in the field 
of manufacturing and processing. 

3. “Full” employment. Certainly, a primary goal of public policy 
alter the war will be that of so-called “full” employment. Aside from 
questions of the basic character of our political economy, this objective 
is the most important single policy goal of the post-war period. 

A serious issue will arise if the nation finds itself in a period of 
depression or semi-depression. Human needs will dictate, if there are 
surplus commodities, that those commodities be made available for 


have already been bought and paid for. Their subsequent sale will 
take dollars from the stream of purchasing power without using those 
dollars to finance further production. Government sales of civilian 
commodities are generally deflationary in character. Significant quanti- 
ties of sale of particular commodities may depress employment oppor- 
tunities in the markets affected without creating opportunities else- 
where in anything like a compensating degree. 

Here one may face a choice between instincts of Scotch thrift, if 
one has any, and uncongenial agreement with vested private interests 
which ask the withholding of government stocks. 

The case may well vary between commodity categories. In a period 
of depression or semi-depression government sales of consumer goods 
will be extremely difficult to justify. In the case of productive equip- 
ment or raw materials, however, there will be instances in which gov- 
ernment sales at a low price may, on balance, be productive of employ- 
ment rather than the reverse. Certainly, there will be situations in 
which particular production costs will constitute a bottleneck, where 
the demand will be quite elastic even in a period of depression, or where 
the manpower displaced in the competing supply industry will be 


See Section 205 of the Patman bill, H.R. 4420 (78th Cong., 2nd sess.). 


human consumption. Unfortunately, however, government-owned stocks 
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much less than the added employment in consuming industries. It js 
questionable, however, whether the disposal agencies will be able to 
calculate the net economic effects of such sales with sufficient accuracy. 
Even more questionable is their ability to resist the strong political 
pressures that will inevitably arise. 

This would suggest a presumption that commodities, particularly 
consumer goods, should be sold only in a period of boom or inflation 
and be held from the market whenever there are serious signs of 
depression within the particular industry, or generally in the economy. 

Does this mean that surplus goods would have simply to be de- 
stroyed? I think not. There are several possibilities. First, the obligation 
of foreign relief and rehabilitation, dictated alike by selfish and humane 
considerations, can well absorb substantial parts of our wartime sur- 
pluses. Second, it may be possible to use some commodities for relief 
purposes in this country after depression becomes severe. Stocks of 
food and clothing, for example, might well be placed at the disposal of 
state and municipal relief authorities." A third possibility, limited to 
certain types of commodities, relates to the possible stockpiling of 
scarce and critical war materials, referred to subsequently. 

A major factor determining the economic consequences of the dis- 
posal of surplus commodities, particularly in their impact on the levels 
of employment and production, is uncertainty with respect to the 
character of future government policies. The significance for the level 
of business activity of the réle of entrepreneural expectations has re- 
ceived much attention in recent economic literature. Problems sur- 
rounding the disposal of government properties clearly illustrate the 
significance of this factor as it may influence business planning. Con- 
sider the situation in copper, aluminum, iron and steel products, air- 
craft, and numerous other raw materials or finished products now held 
by the government in tremendous volume. When once the government 
withdraws as a buyer and stands as a potential seller of many months’ 
output of a commodity, it is no more than common sense to assume 
that present or prospective producers in such areas cannot well make 
investment commitments, or, for that matter, produce other than on 
a hand-to-mouth basis to meet firm orders. 

It is essential to take every reasonable step to reduce such un- 
certainties. In part the responsibility lies with the national legislature; 
in part, with whatever executive agency administers the program. 
Without entering into an extended discussion of the matter, legislation 
would seem essential even if not necessary legally. It scarcely can be 
doubted that an administrative agency created by the Congress will 


” Assuming that they are distributed in such manner as not to withdraw purchasing 
power directly, or indirectly through an offsetting reduction in relief expenditures. 
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be viewed as having greater permanence, and its statements of policy 
accepted with more assurance, than if the agency is created merely by 
executive order under one or the other of the war powers acts. Current 
events suggest that Congress will, in fact, discharge its repsonsibility 
to pass such legislation. 

How far should the Congress go in writing a bill of particulars with 
respect to policy matters? I suspect that it cannot and should not go 
very far in this direction. Various phases of the problem are too un- 
predictable and experience too limited to permit the writing of a fully 
adequate statute. Certain things, however, the Congress can and should 
do. A statute should take a clear position on such issues as the follow- 
ing: (1) whether government plants may be operated by the govern- 
ment itself over a long period of time; (2) whether in disposing of 
surplus properties the administrative agency shall be subject to price 
ceilings so long as there are such things; (3) whether in selling surplus 
goods the disposal agency should favor, to the extent of subsidy, small 
or independent business enterprises; (4) whether the agency may with- 
hold commodities from the market in a period either of general de- 
pression or semi-depression, or of depression in the particular industry; 

) if a statute, in referring to disposal of war plants or commodities, 
enjoins the agency against disposal in such manner as to foster “mo- 
nopoly,’”’ whether determinations should be made directly, or only with 
the advice of the Department of Justice; (6) whether the Administrator 
should be authorized to scrap or destroy part or all of a stock of com- 
modities in order to avoid the possible disturbing effect on production 
of permitting such a stock indefinitely to overhang the market. 

In th e ° Pi irticular case of critical and strategic raw materials of war, 
legislation must, of course, be clear. Otherwise, producers have no 
assurance as to whether an executive agency will or will not follow a 
policy of strategic stockpiling and, if so, how long such a policy will 
endure. 

Several of the bills now before the Congress stipulate that the Surplus 
War Property Administrator shall avoid sales which tend to “disrupt 
the market.’ Attorney General Biddle has justifiably protested against 
the looseness of this language as not giving adequate safeguard against 
monopolistic pricing. The Attorney General’s constructive suggestion, 
however, that the Administrator be directed to determine what is a 
‘fair return” to the government after taking account of the original 
costs of the commodity, its present condition and the present state of 
the market't seems anything but clear. Perhaps. it would be better 
to direct simply that the Administrator should give due regard to the 
adverse consequences of government sales upon employment, produc- 

“Testimony before the Senate Military Affairs Committee, April 18, 1944. 
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tion, and competition, both in the industry affected and in the economy 
generally. These, after all, are legitimate goals of public policy. — 

The réle of the administrative agency in minimizing the element oj 
uncertainty with its adverse consequences on business expectations js 
likewise of great import. Such an agency, for example, may state its 
price policies. It may state the circumstances and methods under which 
it proposes to sell. It may state the extent to which it will consult with 
industry, agriculture, or labor groups before selling. It naturally cannot. 
however, guarantee the permanency of policies so stated. To do so 
would be folly, since in a field so untried and complex, experience 
should prove to be a valuable teacher. At the same time, to the extent 
that policy statements are well considered and obviously reflect thought- 
ful and wise consideration of the relevant factors, agency pronounce. 
ments carry assurance that changes therein may be similarly well con- 
sidered and thought out. 

Legislation, or statements of policy cannot well be sufficiently spe- 
cific to banish all uncertainty. All that can be hoped for is some reduc- 
tion in the range of uncertainty. Again we find an illustration of the 
need for closer working relationships between the executive and legis- 
lative branches of the government. 

4. National security. The United States is again fighting a war with 
the advantage of having maintained substantial control of the seas 
Our difficulties in the area of synthetic rubber, however, merely illus- 
trate the severe handicap under which we would otherwise have labored. 
Vested interests are now demanding that stocks of certain critical ma- 
terials, including copper, lead, zinc and other metals and minerals, 
be stockpiled subject to release only in the event of a future national 
emergency. Similar suggestions are being made with respect to certain 
types of government plants, such as those equipped for aluminum pro- 
duction, to the extent that they represent capacity in excess of peace- 
time requirements. 


The present Colmer bill, H.R. 5125 (78th Cong., 2nd sess.), is comparatively skillful 
in stating objectives and policies which are both meaningful and sufficiently broad in terms 
to permit intelligent administration. Thus, in a statement of policies governing disposition 
of surpluses, it provides, in section 12, that the Administrator shall, inter alia, (1) 
“afford smalier business concerns . . . an opportunity to acquire surplus property on equé! 
terms with larger competitors; to . . . issue directives necessary to provide . . . for um 
form and wide public notice . . .;” (2) “to utilize-commercial channels of distribution 
to the extent consistent with efficient and economic distribution . . . ;” (3) “To encourage 
mutually beneficial trade relations . . . and to develop foreign markets;” (4) “To dis 
pose of surplus property as promptly as feasible without fostering monopoly or restrait' 
of trade, or unduly disturbing the economy ... ;” (5) “To realize the highest obtainable 
return for the Government . . ., consistent with the policies and objectives set ior 
in this Act.” (Italics supplied.) 


See, for example, the Scrugham bill, S. 1582 (78th Cong., 2nd sess.). 
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The mere fact that this attitude is an expression of self-interest on 
the part of industries concerned should not blind us to its real merits. 
In the case of such materials as the critical metals and minerals, the 
legitimate claim for permanent stockpiling rests on several factors: 
First, the United States is not self-sufficient in the production of many 
raw materials necessary to war, and the depletion of national reserves 
during the present conflict in certain instances has materially increased 
our dependence on foreign sources.** Second, even where national re- 
serves are sufficient, their exploitation is a slow process, whereas war 
requires a rapid increase in consumption. Third, dependence on foreign 
sources is not only premised on command of the seas, but on shipping 
space, and on the friendly attitude of countries controlling the sources 
f supply. Finally, such commodities are generally storable for in- 
definitely long periods, or can be put in such form as to withstand sig- 
nificant deterioration. 

To the above, industry would add as a further consideration the 
contention that a “healthy” domestic industry must be maintained for 
military reasons, and that its maintenance requires that stocks be im- 
pounded to prevent market demoralization, and, in the case of mining, 
to encourage continued exploration and development. This contention 
has substance so long as it is not coupled with proposals to build stock- 
piles from further domestic purchases. To hold surplus stocks, or to 
add to them from foreign sources, is desirable. To add to them by 
further depletion of our better underground reserves, in the guise of 
preserving a domestic source of supply, would seem the height of folly. 

Not only is it generally fallacious to preserve domestic reserves by 
lepleting them, but continued domestic sources of supply need be main- 
tained by “uneconemic” means only in so far as, through stockpiling, 
or the development of substitutes, the nation is unable to free itself 
irom undue dependence on either foreign or declining domestic reserves. 

The considerations relating to the maintenance of stand-by plants 
are somewhat similar. Here, also, it is true that the development of 
productive capacity requires time, and the demands of war are not 
postponable. More important, perhaps, is that technological “know 
how” cannot be created overnight. Witness the delay in the synthetic 
tuber program, or in the production of airplane motors, due to delays 
based on technological factors. Consequently, a strong case can be 
made for the fostering of domestic output in those lines, ordinarily close 
to the final military product, where technical obsolescence is a major 
threat to military security, and continuing experience in prowaction | is 

he only adequate safeguard. 


Zinc is an outstanding example of material depletion. 
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5. The recovery of public investment in surplus goods and plants 
Early in this paper reference was made to the very large sums, repre. 
sented by probable inventories of goods and by plants, that have beep 
invested in property that will remain as usable surplus after the war. 
Certainly, it is in the public interest to employ these assets to reduce 
the national debt. The real issue, however, is the relation of this de- 
sirable objective to other legitimate objectives of public policy. The 
wording of the Colmer bill’® is interesting: It states, as a basic objective 
of the disposal of surplus property, the realization of “the highest 
obtainable return for the Government consistent with the maintenance 
and encouragement of a healthy competitive economy,” and as a 
policy to be followed by the Administrator, the realization of the highest 
return obtainable . . . “consistent with the policies and objectives set forth 
in this Act.”** 

This implied subordination of immediate fiscal considerations to 
other policy objectives seems altogether proper. Viewed broadly, such 
subordination should prove to be the best fiscal policy, for the financial 
position of the government over the years will be more influenced by 
the condition of the economy than by the realization of somewhat more, 
or less, from these assets. 

As a practical matter, a narrow view of the disposal problem may 
well handicap the maximum realization compatible with other policy 
objectives. The sale of public assets, at what must often be a “low” 
price relative to their cost, will bring charges of collusion, negligence 
and undue influence. It goes without saying that good administration 
will avoid being guilty of such acts. But the charges will be made ii 
sales are made. Unfortunately, it remains a more popular pastime in 
this country to ferret out scandal than it is to expose policies that are 
merely unwise. 

Summary 


The thesis above outlined may be summarized somewhat as follows: 
(1) Sell commodities promptly and rapidly, and at not more than 
ceiling prices, so long as conditions are generally inflationary in the 
markets involved. (2) With an eye to the competitive consequences o! 
sales policies, give wide publicity to sales of public property, employing 
every practicable measure to make such sales available to small o 
independent firms. Follow pricing policies that give smaller or weaker 
purchasers at least an equal break with larger or stronger buye's 
particularly in a tight market. (3) Canvass the competitive const 


*See footnote 12. 
* Section 1. 
"Section 12. 
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quences of preferential sales of war plants to independent purchasers, 
but do not be too optimistic about what can be accomplished in this 
direction. (4) Do not sell in a depressed market or at a time when 
national conditions are generally deflationary. This is subject only to 
the qualification that the sale of certain government stocks made at low 
prices may be stimulating in their consequences. (5) As an alternative 
to distressed sales, canvass fully the possibilities of legitimate use of 
stockpiling and of relief distribution both in this country and abroad. 
6) By legislation and through policy statements of the administrative 
agency, remove, so far as is practicable, business uncertainties as to 
policies that will be followed in the disposal of surpluses. (7) Endeavor 
to realize the maximum from the sale of public property, but subordi- 
nate this consideration to other objectives of policy. 

I previously stated that the problem of surplus materials can best be 
approached from the standpoint of certain accepted goals of public 
policy, i.e., the control of inflation, the fostering of a competitive econ- 
omy, the maintenance of employment, the safeguarding of national 
security, the recovery of public investment—trather than by analyzing 
the position taken by separate interest groups, for example, labor, pro- 
ducers, consumers or the fiscal interest of the government. 

I hope the reasons for this statement are now clear. The consumer 
interest as such tends toward an endorsement of sale of surplus com- 
modities regardless of the depressing effects that may follow from such 
a policy. Producer interests tend generally in the direction of holding 
off the market any finished civilian goods and perhaps many categories 
of industrial equipment and materials. The fiscal interests of the gov- 
ernment dictate getting the most for what we have, regardless. The 
interests of labor will sometimes lie with the so-called consumer interest, 
but perhaps most often with the so-called producer interest. 

Doubtless, as usual, we shall follow a policy of compromising the 
solution. But that approach is intrinsically inferior. 


THE NATIONAL OUTPUT AT FULL EMPLOYMENT IN 1950: 


By Everett E. HAGEN AND Nora Boppy KIRKPATRICK* 


Popular opinion concerning the maximum possible level of produc- 
tion and income in the United States after the war ranges from the 
judgment that our productive capacity will be so large that we will be 
unable to find a market for our output and must therefore suffer 
serious unemployment, to the feeling that after the strain of the war 
it will be a decade before we can hope to produce the post-war level 
of living. Technical judgment, while not sharing the fallacy involved 
in the latter opinion, is little less divergent. This article presents an 
estimate of our post-war productive potential, and attempts as well to 
break down the problem of forecasting that potential into its elements, 
so that disagreement can be narrowed to specific areas and so that the 
quantitative effect of each difference in judgment upon the estimate of 
the productive potential can be analyzed. 

The importance of estimating the post-war output and income asso- 
ciated with full employment is great. Estimates or assumptions con- 
cerning the level of the post-war demand for goods, the demand for 
various labor skills, the number of service men and war workers who 
can be reémployed in almost any community or industry are affecting 
the current policies of business men and government officials alike. 
Such estimates depend largely upon estimated post-war income; and 
any estimate of what the national income will be is influenced by 
judgment concerning what its maximum value can be. 

Finally, and perhaps most important, planning for public action to 
maintain full employment (and even judgment whether such action 


* Mr. Hagen is an economist in the Division of Research and Statistics, Board o! 
Governors, Federal Reserve System, Mrs. Kirkpatrick is an economic analyst in the Office 
of Strategic Services. The opinions expressed are, of course, purely personal. 

*The authors gratefully acknowledge assistance, contributions, and ¢riticism from mem- 
bers of the Full Employment Stabilization Unit, National Resources Planning Board, in 
which the studies were begun under the general direction of Spurgeon Bell, and of Paul A. 
Samuelson, who acted as consultant. Harry Siller directed the statistical computations on 
population. William C. Cleveland read an earlier draft and made many helpful sugges- 
tions. Abram Bergson contributed materially in the formulation of the project. The 
generous assistance of officials of Bureau of the Census and of the National Income Unit 
of the Department of Commerce is evidenced by the many references to their data. 

The paper has undergone a number of changes in recent months. The authors alone art 
responsible for the present manuscript and its conclusions. 
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will be required) depends on a reasonable estimate of the size of the 
national real income at full employment. 

Before the war the increase in our productive potential caused by 
increase in the labor force and its productivity was probably generally 
underestimated. The tremendous volume of war goods which we are 
producing without drastic sacrifice of civilian comforts has compelled 
us to reéstimate our post-war potential. 

To base an estimate of post-war output primarily upon wartime 
production, however, may be seriously misleading. Wartime output is 
high because a large proportion of the labor force is engaged in indus- 
tries which use large amounts of capital per worker and which have 
high output per man hour. Peacetime demand will in larger proportions 
be for the products of industries in which output per man hour is less; 
and the shift in the nature of the output will cause a reduction in average 
output per labor input, in the system as a whole. The peacetime level 
of productivity can, therefore, best be estimated by analysis of peace- 
time trends in the industrial distribution of the labor force. 

Because the population continues to increase and because industrial 
processes continue to improve, it is necessary to assume a date for any 
such estimate. The year 1950 is close enough in time to be associated 
with recent trends in the size, productivity, and distribution of the 
labor force, and far enough beyond the date assumed for the war’s 
end to be beyond the immediate transitional period. The full employ- 
ment level of national output is therefore estimated for that year. 

The validity of the estimate depends not only upon the accuracy of 
the data upon which the calculations are based, but also upon the cor- 
rectness of certain basic assumptions concerning the nature of the 
post-war socio-economic structure and of the course of events during 
the years between the end of the war and 1950. 

The general premises concerning the economic and political structure 
in the post-war world are (1) military victory by the United Nations, 

2) the continuance of private enterprise, and (3) continued freedom 
f individual choice. The estimate assumes that, except for child labor 
laws and except perhaps for a compulsory term of military service for 
young men, individuals will be under no compulsions except economic 
and social ones in choosing whether to work or to refrain from work- 
ing. Assumptions concerning the number of youths, women, and aged 
people who will be at work affect significantly the estimated size of the 
1950 labor force. 

The estimate for 1950 assumes that the war will be approaching a 
successful conclusion by the end of 1945. The underlying supposition is 
that Hitler’s forces will be crushed by the end of 1944 and that the 
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defeat of Japan will be completed during the following year, or perhaps 
slightly later. Other suppositions would require changes in the estimate 
of national output at the end of the decade. 

If, for example, the defeat of Hitler requires two years more, some 
of the magnitudes involved in estimating the national output in 1959 
will be significantly changed. The number of casualties will have 
mounted. The number of women drawn into the labor force who wil] 
remain in the labor force after the war may be larger. The dislocation 
involved in industrial demobilization will occur at a period much 
nearer to the assumed year, 1950. Because wartime re-direction of 
human energies affects the rate and nature of technical progress, the 
level of productivity in 1950 might be considerably altered. The esti- 
mated national output in 1950 might, therefore, differ significantly 
from that estimated on the assumptions of the present study. 

It is assumed also that the war will not be followed by a prolonged 
depression, although there will doubtless be difficulties in industrial 
demobilization. Such a depression, if it brought a large-scale flight 
from cities back to farms, would reduce the nonagricultural labor force 
without appreciably increasing agricultural production. The revival of 
prosperity would not at once draw all of these workers from the farms, 
and for a time we would have apparent full employment with a total 
output considerably below what the same total labor force would have 
produced in the absence of the maldistribution caused by the inter- 
vening depression. Prolonged absence of brisk demand for their services 
might also cause a considerable number of women to withdraw perma- 
nently from the labor force who, if the difficulties of industrial de- 
mobilization are less prolonged, would continue gainful employment. 

On the basis of these premises—dominance of private enterprise 
in the post-war period, freedom of individual choice, a United Nations 
victory by the end of 1945 or shortly thereafter, full employment in 
1950, and substantially full employment during the several preceding 
years—we have estimated the size of the 1950 labor force and the 
quantity of goods and services which it will be able to produce. 


Trends in Labor Productivity: Global Analysis versus Analysis 
by Segments 


National output at full employment depends upon the size of the 
labor force and the output per worker. The estimate of the size of the 
labor force in 1950 is based upon a fairly simple extrapolation o! 
trends in population and in the relationship of size of the labor force 
to population. Allowances for effects of the war were superimposed 
upon this extrapolation. This estimate is presented in a later section 
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The determination of the secular trend in output per worker or per 
nanhour is a less straightforward task. 

The value of total civilian output for each year of the period 1923- 
1941 is given by the figures for gross civilian product in current dollars 
presented in Table I, column 1. “Gross civilian product” means simply 
gross national product minus income payments to the armed forces. 
The data for gross civilian product in 1939 dollars (column 2) indi- 
cate changes in total physical output. Table I also indicates the number 
f employed civilian workers, and the output per worker (in 1939 

) for each year from 1923 

. 1941. The latter series, which 
is plotted in Figure 1, does not 
suggest any sure way of estimat- 
ing the probable output per worker 
in 1950. It moves so erratically 
that it is difficult to decide what 
the end in output per worker is. 
Projections of the 1923-1929 
trend, of a logarithmic (or linear) 
curve passing through the values 

‘output per worker in 1929 and Fic. 1—Gross Civilian Product per 
Employed Civilian Worker, 1923- 

1941. 


1941,° and of a least squares trend 
line derived from these data (in- 
luding or excluding the depres- 
) will yield widely varying estimates of output per worker 
at any given future date. Trend lines based upon longer series are 
available, but both the reliability of the data and the appropriateness 
of projecting trends based upon them grow more doubtful as one 
oves back in time. Hence, estimating future output per worker from 
global data is hazardous. 
Extrapolation of any trend line derived from global data is also 
| subject to the objection that average output per worker (or per man- 
hour) in the system as a whole changes both because of increases in 
productivity in each industry and because of changes in the distribu- 
tion of employment between industries. Projection of any trend line for 
output per worker based upon global data therefore has implicit in it 
the assumption of continued change in the distribution of employment 
between industries, but the nature of the future change assumed can- 
not be determined from the global data. 


n of a logarithmic curve passing through these points is the method used 
sston, “Postwar Manpower and Its Capacity to Produce,” Survey of Cur- 
Apr., 1943. 
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An alternative procedure is to analyze the trend in productivity jy 
each of a number of components of the economic system, and to esti. 
mate the probable employment in each component. This procedyr 


TABLE I.—Gross CIVILIAN Propuct Per EMPLovED CIVILIAN WORKER IN THE 
UnitTep States, 1923-1941 


(in 1939 dollars) 


(1) (2) (3) (4) 
Gross Civilian Gross Civilian 
Product: Billions Product per 
Employed 
Civilian 
(1939 Dollars 


Average Number 
of Employed 
Persons 
(Millions) 


Current 1939 
Dollars Dollars 


1923 79. 63.7 42. 1520 
1924 80. 65.7 41. 1570 
1925 84. ' 42. 1610 


1926 91. 1660 
1930 ‘ 1710 


1932 58. 1570 
1933 34. 1610 
1934 3. 1660 
1935 


1936 
1937 
1938 
1939 
1940 


1941 118.0 


Sources: Col. 1—Gross national product, minus income payments to armed forces, the 

latter estimated by U. S. Department of Commerce. Gross national product 
estimates, 1923-1928, by Mary Painter; 1929-1938, Table VI; 1939-1%4l, 
Survey of Current Business, April 1944, p. 6. 

Col. 2—Deflation, 1923-1938, by present writers; 1939-1941, Survey, Apr 
1944, p. 6, minus deflated value of income payments to armed forces 

Col. 3—U. S. Department of Commerce, unpublished. Excludes armed forces 

Col. 4—Col. 2+Col. 3, rounded to nearest ten dollars. 


will give a far clearer picture of the forces affecting the trend in outpu! 
per worker than will global analysis, and it may provide a more at 
curate forecast. For these reasons, the analysis below treats separately 
of five components of the economic system: the armed forces, civilian 
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government employment, agriculture, and two other groups.° 
' The forces determining the size of the armed forces and those 
determining the number of civilian government emplovees in 1950 are 
® different in nature from the forces determining the distribution of 
S employment elsewhere in the economic system. Similarly, “produc- 
tivity” in government service is not subject to measurement in the 
same way as productivity in most private production. For these rea- 
sons, military and civilian public employment are treated as two 
separate components. 

‘griculture, too, must be taken as a special case. Future output per 
worker in agriculture cannot well be estimated from past trends. In 
certain sectors of American agriculture, manpower is typically under- 
employed. The labor supply may and does change sharply without 
change in output. During depression, farms are a haven for unem- 
ployed workers from nonagricultural areas. During prosperity periods, 
there is a steady drain of labor from farm to nonfarm areas. Series for 
agricultural output per farm worker thus reflect influences quite dis- 
tinct from technological changes. Farm output, therefore, cannot be 
estimated as a function of farm employment and productivity of the 
farm labor force; some other way must be found. 

In considering the number of components into which to break down 
nonagricultural private employment, one encounters a serious dilemma. 
| Within limits, the smaller the individual component, the more homo- 
F geneous it will be and the more accurately productivity trends may be 
analyzed; but the greater is apt to be the percentage error in estimating 
the future employment in that field. As a compromise, the industries 
for which reasonably accurate direct measures of physical output— 
related to actual counts of units produced—are available were taken 
as one group; other nonagricultural civilian industries, for which the 
concept of units of output is less clear or for which physical output 
data are not available, as another. 

The first group consists of mining, manufacturing, railway transpor- 
tation, electric power and gas utilities, and construction. It might per- 
naps be referred to as the basic, or mechanical, or industrial group, but 
because none of those terms seems quite appropriate, it will be re- 

‘The term “productivity” as used here means merely total output per unit of labor. 

ne t trictly speaking, should be applied only to per worker or per manhour output 

1 homogeneous commodity or service, or of a group or goods of unchanging composi- 

since the concept of productivity is a purely physical one. Each of the five com- 
ponents is in effect treated as though its product were homogeneous, and the term “pro- 
Cuctivity” will therefore be applied to each. Sometimes by a loose but common usage, it 


wil be used with reference to changes in value of output per worker in the system as a 
Whole, when the price level remains constant. 
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ferred to hereafter simply as “Industry Group A.” The second grow 
“Industry Group B,” consists of all other nonagricultural privat. 
industries, namely, wholesale and retail trade, communication, finance 
personal and professional services, and miscellaneous. For Group 4 
data concerning manhours are also available and the estimate was based 
on the trend in output per manhour; while for Group B the analysis 
was in terms of output per worker. 

The distribution of employment among these five components oj 
the economic system influences the level of output and of income 
since output per worker varies greatly among the five groups. The 
problem of estimating the level of national output at full employment 
in 1950 is complicated not only by this fact, but further by the fact 
that the level of income in turn influences the distribution of employ. 
ment among the five groups. The type of goods and services that con- 
sumers and business enterprises buy depends upon t’'¢ level of income, 
and this “bill of goods” in turn affects the distribution of employment 

The analysis is simplified somewhat by the fact that, so long a; 
“prosperity” exists and the variation in income is within a moderate 
range, any pronounced effect of the level of income upon the distri- 
bution of employment is limited to the nonagricultural private sector 
of the economy. While prosperity exists, civilian and military public 
employment and “output” at a given date can be estimated without 
reference to the precise level of income. So also can agricultural en- 
ployment. It is then possible, having made a first approximation judg- 
ment of the level of national output and income, (1) to estimate 
roughly the “bill of goods” which individuals and business enterprises 
will purchase at that level of income, (2) to translate this into a crude 
estimate of the demand for the products of agriculture and for the 
services of Industry Groups A and B, and (3) to estimate employment 
and output in each group. The output estimates may then be aggre- 
gated into a total gross national product estimate, this total checked 
against the first approximation total with which the procedure begas, 
and so by a series of approximations a distribution of employment 
and output and a level of income arrived at which are consistent wil 
each other. 

Such a procedure is implicit in the analysis which follows. It should 
be noted, however, that our knowledge both of the “bill of goods’ 
which would be demanded at any high level of income, and of the 
distribution among industries of employment and output which the 
production of any given collection of final products would involve, 
are both so imperfect that the checking of the consistency with each 
other of a given level of income, a given “bill of goods,” and a give 
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distribution of employment and output among industries is a very 
rude and unprecise procedure. Several government departments and 
several private research organizations, prominent among them the 
National Planning Association, are now attempting to improve our 
knowledge of the relationships involved.* The present study must be 
regarded as only a rough first approximation—though the writers be- 
lieve it to be a considerable advance over global or over-all analyses. 

In the sections which follow, the size of the labor force in 1950 is 
first estimated. Labor productivity in each nonagricultural component 
is next calculated. Output in each component is then estimated, and 
the results summated to yield an estimate of total gross national 
produc t. 


The 1950 Nonagricultural Labor Force 


Estimating the 1950 nonagricultural labor force required a calcu- 
lation of the 1950 population from which the labor force will be drawn, 
}and of its age and sex composition. 

The basis of the population forecast was the population data and sur- 
vival tables of the United States published by the Bureau of the Census. 
The population data give the age, sex, and white-nonwhite distribu- 
tion of the 1940 population for urban areas over 100,000 population, 
urban areas of 100,000 population or less, rural nonfarm areas, and 
rural farm areas. The survival tables, based upon 1939 mortality 

extend to the age group 60-64 and apply to the same break- 
is the population data, except that rural areas are treated as 
rather than as two groups. By applying the appropriate survival 
rates to the four population groups, a first approximation to the 1950 
population from 15 to 74 years of age was obtained. The data were 
ippropriately combined to show farm and nonfarm population, by 
ige and sex, and estimates for the nonfarm groups aged 14 and over 
14 were added. 

These farm and nonfarm population estimates were then adjusted 

for the effect of farm-nonfarm migration. It was estimated that during 


the ten years 1940-1949, six million persons will have migrated from 


larm to nonfarm areas.” When the survival tables had been applied 
umed age-sex-rate distribution of this migration, the appro- 
riate adjustments were made in the estimated 1950 farm and non- 


‘f “input-output” chart is a contribution toward improving our knowledge 
hips. 

ling migrants born during the decade. This is a net migration from farm 

is Slightly smaller in proportion to the 1940 farm population than migra- 


24 was to the 1915 farm population. For detailed explanation of this 
unpublished mimeographed Appendix available from either of the 


DLE 
up, 
ate 
ce 
ad 
nf 
me, 
he 
ont 
ent 
OV- 
? 
as 
ale 
tor 
oul 4 
Ty). 
dg- 
ate 
ale 
ISPs 
i. 
the 
Lue 
ent 
Te- 
ent 
1S 
the 
the 
tne 
ve 
Wu 
en 


480 THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


farm population.’ The final estimate of the 1950 farm and nonfarp 
population, by age and sex, is shown in Appendix Table IX. 

Estimating the labor-force fraction of the 1950 nonfarm populatig, 
involves first a judgment as to secular trends and, second, modificatig, 
of the estimate derived from secular trends to allow for the effects oj 
the war and of prosperity. 

Four major trends affect the percentage of the nonfarm populatig 
in the nonagricultural labor force. The percentage of nonfarm me 
aged 25-64 who are in the nonagricultural labor force has remaine 
fairly constant, but the percentages of youths and of the aged hay 
been declining and that of women rising. Past percentages and estimated 
percentages in 1950, by age-sex groups, are presented in Appendiy 
Table X. The estimate of the nonagricultural labor force derived by 
applying these percentages to the appropriate age-sex groups of the 
nonfarm population is 15,307,000 females and 35,202,000 males, or a 
total of approximately 50,500,000 persons. It must be noted, however, 
that since the population and labor force data used in deriving this 
estimate are from the decennial Census of Population and refer wi- 
formly to the last week in March, the figure of 50,500,000 is an esti- 
mate, not of the average size of the nonagricultural labor force during 
the entire year, but of its size during that week. Because of a secular 
rise in the size of the nonagricultural labor force during the year, and 
a seasonal upswing during the summer months, the average size for a 
typical year is appreciably above that for the last week in March. 
Only a rough estimate of the difference is possible. The authors esti- 
mate that it is 500,000 or more. The estimate of the average non- 
agricultural labor force during the year 1950 is therefore 51,000,000 
A companion estimate of the agricultural labor force in 1950, but 
without adjustment for the difference between the March and annua 
average levels, is 8.5 million.” These estimates then had to be adjusted 
to allow for cyclical effects and for the effect of the war. War-caused 
deaths plus permanent disabilities were assumed to be .5 million, of 
which .4 million would fall upon the nonfarm labor force. 


*It was assumed that nonwhite migration will total 750,000, and that migrants will b 
distributed by age and sex, relative to the age-sex composition of the 1940 farm popul- 
tion, as 1920-29 migrants were distributed relative to the age-sex composition of the 19% 
farm population. For further details of this rather elaborate computation, see the ™ 
published Appendix referred to in the preceding note. 

"Since the size of the agricultural labor force in 1950 is not critical to our estimates," 
was calculated simply by assuming the same ratio of the agricultural labor force of 
sex to the farm population of that sex as in 1940. The ratios were derived from Can 
data, and the estimate presented is comparable with Census rather than Bureau of Ag 
cultural Economics estimates of the agricultural labor force. It should be noted that 
because the agricultural figure has not been adjusted to the annual average basis, 
agricultural and nonagricultural figures are not comparable. 
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The post-war labor force will be augmented by the presence in it of 
some persons drawn into the labor force by the war who would not 
normally have become members. Between April, 1940, and April, 
1944, the number of women in the labor force increased by more than 

million.* The “normal” increase during the period would have been 
Sonly a third as great.*® Not all of the supernormal 2.8 million women 
Bentrants into the labor force will remain in the labor force after the 
war, or will be drawn in by a peacetime labor shortage. Many of them 
have been influenced to work at gainful employment in wartime by 
two motives which will not operate to that end in peacetime—patrio- 
tism, and the mobilization of the male breadwinner. To the extent of 
deaths and permanent disabilities in the armed forces, male breadwin- 
ners will of course be absent after the war. Again, a circumstance 
which now inhibits many women from joining the labor force will not 
operate in peacetime: rationing and the scarcity of some types of 
consumers’ goods both reduce the utility of added money income at 
present and increase the utility of time in which to shop. With this 
circumstance nonexistent, a number of women may respond to peace- 
time opportunities for gainful employment who have not responded 
in wartime. Wartime employment experience will make it easier for 
women who are attracted by peacetime employment opportunities to 
secure employment. 

Peacetime prosperity will also bring many “retired” older men 
®back into the labor force. In the older age groups there is a marked 
tendency for men to “retire” who would actually remain at gainful 
semployment if there were a demand for their services. Retirement is 
often really disguised unemployment. Between early 1942 and early 
1943 the number of men above 55 years of age in the labor force 
increased by 700,000.*° Between April, 1941, and the same month of 

1943, the increase in this age group was probably at least one million. 
B Not all of these workers would be acceptable to employers except dur- 
ing periods of hyperprosperity, but many of them would be employed, 
plus many youths and women who at other times are not in the labor 
force. 


One million seems a conservatively low estimate of the number of 
persons, not indicated by the extrapolation of secular trends in the 
labor force, who will be found in the nonagricultural labor force in 


he Bureau of the Census Monthly Report on the Labor Force for June 13, 1944, 
Ws an increase during this period in the numbers of women in the civilian labor force 


4,090,000, 


Bureau of the Census release Series P-44, No. 12, estimates the normal increase from 


VW 


March, 1940, to March, 1944, at 1,348,000. 
~ Bureau of the Census, The Labor Force Bulletin, June 17, 1943. 
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1950 if prosperity exists. The resulting estimate of the 1950 nop. 
agricultural labor force presented here is therefore 51 million as 
extrapolated from the trends, minus .4 million for war casualties, plus 
1.0 million for additions due to the tendency for some wartime entrants 
to remain in the labor force, and to prosperity; or a net total of 51 4 
million. 

Not all of these 51.6 million workers will be employed at any given 
time. It has commonly been estimated that in the past an irreducible 
minimum of one million workers has been unemployed at any given 
time because of unemployment while changing jobs, voluntary idleness, 
strikes, and the like. In April, 1944, unemployment fell below .8 mil- 


TABLE IT.—EstTIMATED LABOR FORCE AND ITs UTILIzaTION, 1950 
(in millions) 


Components of Labor Force | Agricultural Nonagricultur 


““Normal”’ labor force 
War casualties and permanent disabilities 
Drawn into labor force by war and by prosperity 


Labor force 
Unemployment 
Armed forces 
Civilian employment 
Public 4, 
Private 42, 


lion." Under peacetime conditions such a low figure cannot be ex- 
pected, although wartime training may have reduced the future num- simp 
ber of chronic unemployed. It is estimated here that unemployment will putir 
remain at 2.0 million even during “full employment” in 1950.” Of polic 
these, 0.2 million will be in agriculture. The number of nonagricultural ably 
employed will then be 49.8 million. 

It is estimated that the size of the armed forces in 1950 will be 2. 
million, and that civilian public employment, which in 1941 reached 
an all-time peacetime peak of 4.3 million, will in 1950 be 4.6 million 
Table II presents these estimates. 


Productivity of the Nonagricultural Labor Force in 1950 


For each component other than agriculture, productivity of labor 
was estimated for 1950. That of Industry Group A was treated in 


™ Bureau of the Census, Monthly Report of the Labor Force, June 13, 1944 


“This sort of figure has often been called “frictional unemployment,” but it alm 
certainly includes many others in addition to the frictionally unemployed. 
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terms of output per manhour; of other components, in output per 
worker. 

Output per worker in public service, both civilian and military, can- 
not be measured except conventionally. For the base year, 1939, it 
may reasonably be taken as equal to its cost—.e., to the average 

lary-wage. 

The average pay, subsistence, and allowance per man in the armed 
forces in 1939 was $1,224. The skeleton army in 1939 was dispro- 
portionately staffed with commissioned officers. This may be some- 
what less true in 1950. Because the army will be more mechanized in 
1950 than in 1939 the proportion of specialists, who receive extra pay, 
will be higher. Weighing these counteracting effects, at 1939 rates of 
pay the average pay in 1950 will probably be approximately that of 
1939. Presumably productivity per person in 1950 will be greater 
than in 1939 because the armed forces will work with greatly improved 
equipment. Current rates of pay will also be much higher than in 
1939. It is reasonable to argue that income produced by the armed 
forces in 1950, measured in 1939 dollars, ought to be computed at a 
significantly higher value per man than that for 1939. However, in 
view of the lack of any yardstick by which to judge the appropriate 
increase, and in view of the conventionality of this measurement, it 
was decided to assume that productivity per person in the armed 
forces will be the same in 1950 as in 1939.” 

For civilian public service, arguments exist for assuming an increase 
in productivity which are somewhat similar to those which apply to 
the armed forces. For example, output of office workers rises steadily 
simply because of the continuous improvement of tabulating, com- 
puting, and recording machines. Educational requirements for teachers, 
policemen, and certain other public employees rise steadily; presum- 
ably the productivity of these workers is increasing also.’* Here too, 
however, no yardstick exists by which to measure the increase. Output 
per civilian public worker in 1950 is therefore treated as identical 
with that of 1939, namely, $1,435 per worker.*® 

“In 1939, the U. S. Department of Commerce measured output per man in the armed 

il to the pay, allowances, and subsistence per man. Since that time, the 
t less confusing procedure has been adopted of excluding subsistence from the 
If the figure for 1939 and that for 1950 were adjusted accordingly, each 

eciably reduced. 


* Mucl 


f the increase in the productivity of civilian public employees (as is also the 
the armed forces) results in an improvement in quality, rather than in an 
ntity of output. Improvements in quality are of course not recorded in 
productivity in private production. 
figure is derived from unpublished U. S. Department of Commerce data. 
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TABLE II].—InpEx oF OuTPUT PER Mannovr, Inpustry Group A, UNITED STATEs, 
1923-1940 (1923-1925 = 100) 


(2) 


Year Manhours 


Output per 
Manhour 
1923 94 
1924 99 
1925 106 


1926 109 
1927 113 
1928 118 
1929 122 
1930 


1931 
1932 
1933 
1934 
1935 


1936 
1937 
1938 
1939 
1940 


Source: Col. 1—Indexes for separate industries from Appendix Table IX, converted to a 
1939 base, combined with gross output in 1939 (from Appendix Table X) as 
weights, and reconverted to a 1923-1925 base. 

Col. 2—Index derived from man-hours data from Table XIII (unpublished) Ap- 
pendix. 
Col. 3—Col. 1+Col. 2, «100. 


As a first step in estimating output per manhour in Group A in 
1950, an index of physical output, 1923-40, was prepared for each of 
the five industries in the group.** These indexes were combined into an 
index for the group by weighting each, converted to a 1939 base, by 
the “gross value added” of the industry in 1939. “Gross value added 
as used here is so defined that the total gross value added for all in- 
dustries equals gross national product.’ This index of output was then 

* These indexes, together with one for the agriculture, are presented, and their deriva 
tion explained, in Appendix Table IX. The indexes are for gross physical output, rather 
than for the physical equivalent of value added. Nothing better is available. For a dis- 
cussion of the use of such indexes to measure the trend in the physical equivalent o! 
value added, see S. Fabricant, Output of Manufacturing Industries, 1899-1937, chap - 
Downward bias due to integration of industry is believed to be slight, because most inte- 
gration within Industry Group A has been of separate processes already within the 
group and, except for weighting error, does not affect the index for the group as a whole 

For explanation of the derivation of “gross value added” for each industry, see Ap- 
pendix Table X. 
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divided by an index of manhours of employment during the period 

923-40 in Industry Group A. The resulting series express output 
ner manhour. This and the two indexes from which it is derived are 
prese nted in Table III, and the index of productivity in Figure 2. 

An exponential line was then fitted to this series for output per 
manhour. Because the data for 1931 and 1932 strongly suggest the 
presence of transitory recession influences in those years, they were 
omitted in calculating the regression line. Linear and exponential trend 
lines gave about equally good fits, 
but it seems more logical to asso- 
ciate the increase in productivity 

g any given year with the 
state of technical progress at the 
beginning of the year, or during 
the preceding year, rather than 
with the state of technical progress 
at some fixed point in the past. 
Continuing expansion of research 
in modern enterprise will tend to 
cause the absolute increase in pro- yg, 2—Output per Manhour, Indus- 
ductivity to rise year by year. For try Group A, 1923-1940. 
both of these reasons an exponen- 
tial curve seems a more logical description of the increase of produc- 
tivity over time than a straight-line trend, which assumes that the 
innual increase is absolutely equal rather than relatively equal. The 
indicated annual rate of increase of output per manhour is 3.25 per 
cent.’® Projecting the trend to 1950 indicates an increase between 1939 
and 1950 of 45.6 per cent. 

The change in output per worker in Industry Group B over the 
period 1929-41 was then calculated as indicated in Table IV. Gross 
national product minus income originating in government, for the pe- 
riod 1923-1941 was deflated to 1939 dollars. An index of output in 
Industry Group A plus agriculture during the same period was then 
converted to 1939 dollars and subtracted from the series for total 
private gross product. The residual series is one for physical output in 
the remainder of the civilian economy, namely, Industry Group B. 
This residual series was divided by one for employment in Industry 
Group B, the division yielding a series for output per worker in that 
group in 1939 dollars. 

That series is presented in Figure 3. Output per worker in Group B, 
as indicated by it, follows an erratic course. The indicated reduction 


1930 


‘The regression equation is: log ¥Y = 1.978 + .01388t, where t. = 1922. 
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TABLE IV.—OvtTpuT PER WoRKER, InpUstRY Group B, UniTED States, 1923-1941 
(in 1939 dollars) 


| (Cols. 1, 2, and 3 in Billions of 1939 Dollars) 
(5) 
(1) (2) (4) Output per 
' | Gross National | Employment Worker 
Year | Product minus Group B Group B 
Income P aig (in Millions) (in 1939 
| Originating t plus Group B D 
| Originating in Agriculture- ollars) 
Government 
1923 | 59.6 33.2 26.4 15.4 1714 
1924 61.7 2.4 29.6 15.9 1862 
1925 64.8 34.9 29.9 16.5 1812 
1926 | 69.1 37.3 31.8 17.3 1838 
1927 | 69.3 37.3 32.0 17.9 1788 
1928 | 71.5 38.6 32.9 18.2 1808 
1929 | 76.8 41.2 35.6 19.1 1864 
1930 69.7 36.4 33.3 18. 1810 
1931 62.1 31.7 30.4 a2 1767 
1932 51.7 25.1 26.6 5.8 1684 
1933 52.8 26.8 26.0 15.6 1667 
1934 57.8 28.0 29.8 16.5 1806 
1935 63.4 32.0 31.4 16.8 1869 
1936 | 72.9 37.2 35.7 17.9 1994 
1937 75.6 39.9 35.7 18.9 1889 
1938 | 69.9 35.3 34.6 18.4 1880 
1939 | 78.6 39.1 39.5 19.0 2079 
1940 | 85.8 44.1 41.7 19.8 2106 
1941 101.6 55.4 | 46.2 20.7 2232 


Sources: Col. 1—1923-1928, unpublished Appendix; 1929-1938, Table VI; 1939-194! 
gross national product, Survey of Current Business, April, 1944, p. 6, minus 
deflated value of income originating in government. 

Col. 2—Indexes of Table IX, times gross product in each industry in 1939, fron 
Table X. Results summated. 

Col. 3—Col. 1 minus Col. 2. 

Col. 4—U. S. Department of Commerce. Reproduced in unpublished Appx 

Col. 5—Col. 3+Col. 4. 


in output per worker during 1930-33, and the smallness of the increase 
over 1929 in 1935-38 (except for 1936) probably correctly reflect the 
tendency for workers to be ineffectively employed in a variety of occu- 
pations in Industry Group B during depressed periods. During the de- 
pression there sprang up a number of small inefficient retail and service 
shops of many kinds, which represented an attempt by the unemployed 
to secure some income, even if a very low one. Existing small enter- 
prises handled a reduced volume of business. The large number 0! 
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self-employed persons in small communities who live by odd jobs, lived 
even less well than before on fewer odd jobs. These cases of what was 
really disguised partial unemployment appear in the statistics as a 
decrease in productivity. Furthermore, since income from odd jobs 
largely eludes the gross national product estimator, available data 
somewhat understate depression levels of income relative to those of 
prosperous years. The depression data may, therefore, be disregarded 
in forecasting output per worker 
in Group B during a period of 
full employment. 

The erratic behavior of the se- 
ries during 1923-1929 is more puz- 
jing. It may be due to errors in 
the data used, which are less re- 
liable for years before 1929 than 
for later vears, and errors in which 
might well be magnified by the se. 
procedure which had to be used 
in deriving the series. For this 1c. 3—Output per Worker, Indus- 
try Group B, 1923-1941. 


reason, a large subjective element 
is present in interpreting the se- 
ries. Extrapolation of a linear trend line drawn by inspection,” de- 
pending primarily on the 1925-1929 and 1939-1941 values, indicates 
in output per worker of $2,400 in 1950.” This value of $2,400 is used 
in the calculations which follow. 


Among the objections which may be raised to the use of the data 
for 1923-41 as a basis for productivity estimates, three may be con- 
sidered in concluding this section. 

If it is argued that a longer period should be used as a basis for 
forecast the answer is a dual one: that for earlier periods even less 
reliable data are available, and that it is by no means certain that 
earlier trends, if they could be ascertained, are applicable. 

It may be argued that data for the 1923-41 levels of output are not 
representative of what will be true at the much higher level of output 
which will obtain if we have full employment in 1950. However, there 
is no reason to assume that “production functions” at the 1950 level 
of output will be unlike those suggested by the 1923-41 trend. Wartime 
construction and the rate of investment which must obtain after the 


“In view of the unsatisfactory nature of the data, fitting a logarithmic trend line is an 
justified refinement. 


aT 


“Extrapolation of a straight line drawn through the 1923 and 1941 values yields a 
alue of $2,428 for 1950. 
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war if we are to reach and maintain full employment together insure 
that there need be no shortages of capital equipment in 1950, By 
1950, on our assumptions, full employment will have existed for , 
long enough period to permit adjustment of production methods to an 
efficient pattern. Further, though the facts cannot be argued here. 
there seems no reason to fear any limiting scarcity of raw materials ip 
1950, whatever may be feared for some later date. Thus there is no 
basis for assuming any sharp change of quantitative relationships be- 
tween the factors of production which would invalidate the extrapola- 
tion of past trends for these few years into the future. Similarly, there 
is no reason to assume any sharp change in the past trend in average 
plant size. On the whole, the extension of labor output data for 1923-4} 
to full employment in 1950 seems to the writers to involve no serious 
error on account of considerations of factor proportions or of scale. 

More important are the objections that the war is (1) so accelerating 
or (2) so retarding the rate of technical progress that estimates of 
advance in output per unit of labor based upon pre-war trends will 
not be applicable to the post-war world. The former conviction is pre- 
sumably based upon two types of evidence: (1) the frequent mention 
in current news and advertisements of great advances in techniques 
and in productivity in the production of war goods; and (2) the very 
impressive increase in the gross national product since 1941. Reasons 
for somewhat discounting the latter as evidence of post-war output 
have been presented in the introduction to this paper. 

Current publicity concerning technical advance may over-impress us. 
Some of the great recent advances have served merely to bring levels 
of performance in new types of production up to established standards 
in peacetime manufacturing. Others have been really new develop- 
ments. Productivity in manufacturing and related fields was increasing 
rapidly before the war, as data presented in this study indicate; and 
rates of advance that are highlighted now may be no greater. 

The war is no doubt affecting long-run productivity trends by moti- 
vating the search for new methods and by jarring producers out of old 
ruts. On the other hand, research in some fields is at a standstill, be- 
cause of concentration upon the range of problems which are related 
to war products and war problems. On balance, it is felt that extra- 
polation of pre-war trends in output per worker or per manhour is the 
best single choice. 


Gross National Product at Full Employment in 1950 


With estimates arrived at for the total labor force and for produc- 
tivity in 1950 in each of the four nonagricultural sectors, the final step 
of estimating total output in each sector remained. The size of the 
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armed forces has been estimated at 2.0 million, and output per mem- 
ber in 1939 prices at $1,224. Total output of this group will be 2.4 
billion dollars. Civilian employment in government has been estimated 
at 4.6 million, and output per worker at $1,435 in 1939 prices. Total 
output of civilian public employees will then be 6.6 billion dollars. In 
addition to these values produced by public employees, it is customary 
in American usage to treat all interest on public debt as part of the 
gross national product.” Federal interest liability in 1950 may be 
estimated at 5.5 billion dollars, and that of state and local units of 
government at .6 billion. The total value of public output will then 
be 14.1 billion dollars. 

Estimating agricultural output in 1950 from past trends in agri- 
cultural production is dangerous, since the pre-war downward trend 
in agricultural exports is in part a cyclical rather than secular develop- 
ment and since measures restricting production under the Agricultural 
Adjustment program introduce a downward slope to the trend line 
which should not be projected. 

Demand for farm products seems a better starting point for esti- 
mating future agricultural output. In using past data it is, however, 
difficult to segregate with any degree of precision the effects upon 
demand of change in disposable income and of a secular change in food 
consumption habits. Budget studies indicate that consumption of farm 
products is significantly higher at higher incomes. There seems little 
doubt that the per-capita consumption of agricultural products, at the 
levels of income which full employment in 1950 would bring, would be 
well above that of 1939, since the rise in income would be great enough 
to cause significantly increased purchases of food and clothing, even 
though the prices of farm products are much higher relative to other 
prices than they were in 1939. Even with farm prices up, civilian per- 
capita consumption of these products in physical terms was some 10 
per cent higher in 1941 and 1942 than it was in 1939.” It was therefore 
simply assumed as a rough approximation that per-capita consumption 
of agricultural products at full employment in 1950 will be 10 per cent 

ier than in 1939, and that agricultural production will be cor- 
respondingly increased.”* While this is a rough-and-ready method of 

“While it seems more appropriate to treat federal interest payments as transfer pay- 


customary usage is followed here so that the estimates presented will be com- 
vith current gross national product data. 


Chis was true even though consumption of some farm products was restricted during 
f 1942. On the other hand, some wartime civilian jobs involve more vigorous 
paysical activity than is involved in peacetime occupations, so that per capita food con- 
sumption may have been unusually high in 1942 for this reason. 
*This estimate involves the implicit assumption that exports of agricultural commodi- 
ues in 1950 will bear the same relationship to exports in 1939, as that between domestic 
consumption during the two years—an increase of 20 per cent. 
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estimate, it is felt that it gives a result which is probably correct within, 
say, 10 per cent. . 

The gross value of farm output in 1939 was 7.0 billion dollars. It js 
estimated by the present writers that the population will increase from 
the 1939 figure of i30.9 million to 143.5 million in 1950. If agri- 
cultural production increases so as to furnish 10 per cent more products 
per capita, the gross value of 1950 farm output, in 1939 prices, will be 
8.4 billion dollars. The employment in agriculture in 1950, which is 
7.8 million, is sufficiently large so that it is believed entirely consistent 
with this estimated level of output. 

It should be noted that this is an estimate, not of the current value 
of 1950 farm output, but merely of the physical volume of 1950 output 
relative to that of 1939. The current value of this output may be far 
above 8.4 billion dollars, both because the price level will probably be 
above that of 1939 and because demand of the level indicated may raise 
farm prices relative to other prices. The same cautions apply to the 
estimates presented below for other sectors of the economy. The rela- 
tionships here set forth between the output estimates for the five 
sectors of the economic system are not forecasts of the relative value in 
1950 of their productive efforts. The terms of trade between the sec- 
tors may differ considerably from those which existed in 1939. It 
seems probable to the writers that they will have altered in favor of 
agriculture and in favor of Industry Group B as compared to Industry 
Group A. 

Having estimated the output of government and of agriculture, it 
remained to calculate the output in nonagricultural civilian production. 
The prospective increase in productivity for Industry Group B was in 
terms of output per worker. The problem of reduction in hours of work 
was thus passed over, largely because adequate data concerning the 
trend of hours of work in Group B are not available. It was implicitly 
assumed that hours of work, which certainly declined from 1923 to 
1941, will continue to decline between 1941 and 1950. 

In Industry Group A, on the other hand, the estimate is in terms of 
output per manhour. An explicit estimate of hours of work per year 
in 1950 is therefore necessary to an estimate of output per worker. 
The American industrial work-week, for industries in which data are 
available, has steadily shortened. It may be assumed that this secular 
trend will continue. The sharp shortening of hours during the depres 
sion, however, should not be taken as indicating a secular trend. It 
was to a great extent a “share-the-work” device. It is assumed here 
that the standard work-week at full employment in 1950 will be 40 


* Allowing for war deaths. 
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hours. This, however, is the standard, not the actual, work-week. IIl- 
ness, accidents, and other influences cause considerable loss of time, 


full employment will be offset in part by overtime work. It is estimated 
here that on balance the actual work-week will be 3 per cent below 
the standard one. Further deduction must be made for holidays, which 
in a typical year have caused a loss of 2% per cent in working time.** 
The actual average number of hours per year worked in Group A in 
1950 is therefore estimated at 52 K 40 & .97 X .975, or 1,967.* In 
1939 the value of gross output per manhour in Group A was $1.27. 
The estimated increase to 1950 in gross output per manhour is 46 per 


TapLe V.—Errect OF DISTRIBUTION OF 1950 NONAGRICULTURAL EMPLOYMENT 
UPON GRrOss NATIONAL PRODUCT 


Gross Product in Billions of 1939 Dollars 


Group A Group B Agriculture Government | Total 


5.1 149. 
5.1 152. 
15 


cent. Gross output per manhour in 1950 will therefore have a value at 
1939 prices of $1.85. In a year of 1,967 working hours, gross output 
per man will be valued in 1939 prices at $3,639. That in Group B has 
been estimated above at $2,400. 

The number of persons at work at nonagricultural private employ- 
ment will be 43.6 million. The volume of their output will depend upon 
heir distribution between Industry Groups A and B. The tabulation 
elow indicates how 1950 output in the two groups and therefore total 
gross national product will vary with variation in the distribution of 
employment between these groups. 3 

Past data offer no conclusive indication of what the distribution of 
employment and output at full employment in 1950 may be expected 
to be. Figure 4 shows the movement, with respect to income per capita, 
of the distribution of employment between Groups A and B during 
the years 1923-1941.?" During 1923 to 1928, with rising per capita 


t 


is figure assumes 8 holidays, of which one falls on Sunday and one on Saturday. 
‘his figure includes time spent on vacation with pay, as does the corresponding figure 


Census data might be expected to furnish evidence over a much longer period, but 
f preserving a parallel classification from census to census make it extremely 

9 secure a classification corresponding to Groups A and B for successive census 
The percentage in Group A plus certain additional minor sub-groups, to 


estimated in a number of studies at 2 per cent to 5 per cent, which at 
Percent 
5 19.3 | 52.3 8.4 | 1 1 
{ 
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income, the percentage of nonagricultural private employed workers 
in Group A fell from 50.1 to 45.0, with a curious upturn in 1929 tp 
45.3. Depression brought a swing to Group B, and recovery a swing 
back to Group A. It seems appropriate, in estimating the distribution 
of employment at full employment in 1950, to ignore the depression 
data, and to interpret the evidence of 1941 with caution. The down. 
swing of the percentage of employment in Group A during the 1930's 
was probably due mainly to depression influences discussed earlier in 
this paper; and the sharp upswing in 1941 to the fact that war orders 
caused employment to increase rapidly in the heavy goods industries, 
while insufficient time had elapsed for respending of the income created 
in those industries to exert its full 
effect in creating employment else- 

where. 

Conflicting influences probably 
affect the secular trend of the dis- 
tribution of nonagricultural pri- 
vate employment during prosper- 
: ous years. As per capita income 
has risen over time, an increasing 
| 


proportion of consumer expendi- 
v9 seo tures has gone for the services 


GROSS NATIONAL PROOUGT PER CAPITA (839 DOLLARS 


Fic. 4—Relationship between Gross furnished by Group B—for more 
National Product per Capita and Dis- luxurious retail services, more 
tribution of Nonagricultural Private amusement, more personal and 
Employment, 1923-1941. professional services, etc. At the 
same time productivity in Group 
A is increasing faster than that in Group B, so that a decreasing per- 
centage ©: workers in Group A is needed to produce a given fraction 
of total output in the two groups. For both reasons, Group B’s share 
of nonagricultural private employment increases. 

But as total income rises, savings also increase, and at a faster rate 
than income. Offsets to savings in sufficient volume to form a larger 
proportion of increased total national income must appear, or the 
higher income will not materialize. Except for the emergency activity 
of government in depression, offsets to savings are primarily investment 
activity which creates employment in Group A. Here then is a strong 
influence tending to increase Group A’s share of nonagricultural private 
employment as income rises. At low levels of national income, the 


total nonagricultural employment (including government) declined from 514 in 1910 to 
44.9 in 1920, to 42.5 in 1940. (Parallel classification for 1920 has not been found pos 
sible.) 
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tendency of consumer expenditure to swing toward the services of 
Group B dominates as income rises. But as income increases, the rdle 
ff savings and of investment becomes continually more important, and 
employment in Group A is more and more strongly supported. 

On the assumption that if full employment exists in 1950, it will be 
high-investment employment—whether by public or private investment 
—or will be associated with large expenditures for consumers’ durable 
goods, it is estimated that employment in Group A will be 45 per cent 
of total nonagricultural private employment. On that assumption, the 
gross national product, expressed in 1939 prices, is estimated at 
between 150 and 155 billion dollars. 

If 1944 prices of goods produced for civilian use are on the average 
30 per cent higher than those of 1939,” and if 1950 prices are at the 
same level as those of 1944, this will be a gross national product valued 
in 1950 prices at over 195 billion dollars—greater than gross national 
product in 1943, and roughly the same as the level of gross national 
product, seasonally adjusted, in the first quarter of 1944.* 


Conclusion: The Significance of the Findings 


It should be noted clearly that this analysis does not furnish evi- 
dence that the United States will in fact experience full employment in 
1950. It merely indicates what level of output will be associated with 
full employment if by reason of forces not analyzed here that level of 
employment is experienced. It should be noted too that full employ- 
ment is defined here in a minimum sense. It is assumed here that at 
“full employment” two million persons will be unemployed. At full 
employment more strictly defined, unemployment would fall to a lower 
figure. It is assumed also that full employment will mean the employ- 
ment of only one million workers not in the “normal” labor force, as 
measured by projection of pre-war labor force trends. Experience dur- 
ing the war has demonstrated that several times that number of women 
and of individuals in upper age groups (not to mention youths, who in 


*The national income in 1939 prices corresponding to this level of gross national 

luct will depend upon the magnitude of charges to depreciation, depletion and similar 

siness reserves, and upon the magnitude of business taxes. It may be estimated at in 
the neighborhood of 125 billion dollars. 


* This is of course not the deflator applicable to 1944 gross national product, since that 

zT0S tional product includes a very large volume of war output. The figure of 30 

t is a very rough deflator arrived at by considering the B. L. S. cost-of-living 

ex, the Mitchell committee report to the Chairman of the President’s Committee on 

he Cost f Li iving, the B. A. E. index of prices paid by farmers for commodities used for 
hily lance, and indexes of construction costs. 


1s of this price level, national income may be estimated at in the itehccinall 
n dollars. 
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peacetime may choose to continue their education) not recorded as jn 
the labor force will gladly work if there is demand for their services, 
If the demand situation should be such as to call them forth, a con- 
siderable number in addition to the one million estimated here could 
be employed, at prices which would make their employment economic, 
and with an increase in their well-being. The gross national product 
would then be increased by several billion dollars. 

The fact that the full employment level of output, even in the mini- 
mum definition used here, will reach so high a figure in the immediate 
post-war period has significance which it is difficult to overestimate. It 
means, in the first place, that the productive capacity of the United 
States will be adequate to furnish average levels of living, and mini- 
mum levels of living, far beyond pre-war expectations. In real terms, 
per capita gross national product at full employment in 1950 will be 
not merely greater than in 1929; it will be more than 50 per cent 
greater.** 

It means, too, that we must have a national output far greater than 
we have ever attained in peacetime to employ our full labor force full 
time. In 1950, not unless the 1941 gross national product (the pre- 
war high) is exceeded by 35 per cent will full-time employment exist 
for all who wish to work. 

During the latter 1930’s, while employment statisticians recorded 
the fact that millions of men were still involuntarily idle, business men 
observing financia! and production series objected that unemployment 
was a myth, because business indexes indicated that economic activity 
was at or near all-time highs. It is easy to see now that both the un- 
employment index and the production index were correct, and that the 
same paradox of record production with large-scale unemployment may 
reappear in an aggravated form in the post-war years. Because of the 
rising secular trend in output per worker, and the increase in the labor 
force, we may experience unprecedented peacetime levels of output and 
of business profits while, say, ten million persons are unemployed. 

Maintaining a high level of employment in the post-war world will 
be a necessary condition for the survival of democracy. High level 
employment is not a gift of the gods nor the product of automatic 
market forces; maintaining it may be a difficult task. For as income 
rises, savings increase; and the problem of offsetting them becomes 
magnified. Some students feel that the backlog of savings accumulated 

* Part of this increase in recorded gross national product per capita is due to the fact 
that women will have shifted from homes, where their output is not included in the total, 
to gainful employment, where their output is included. Even with adjustment for this 


change, however, per capita gross national product in 1950 will be approximately 5° per 
cent greater than in 1929. 
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during the war will so raise the propensity to consume that previous 
relationships between savings and income will be sharply altered. If 
so, the post-war employment problem may be solved automatically. 
This prediction may be a sound forecast, or it may be wishful think- 
ing. There is no clear evidence from previous history that accumulated 
savings have permanently sharply altered the consumption function. 
If this fortuitous good fortune does not befall us, then extremely wise 
social engineering, aimed at raising materially either the propensity to 
consume or the incentive to invest or both will be necessary to main- 
tain high levels of employment. 


APPENDIX 


Basic data underlying the text tables and charts are presented in the 
pages which follow. 

Gross National Product, 1929-38. Table VI presents data from the United 
States Department of Commerce for gross national product in current dol- 
lars from 1929 to 1938, together with the same data as deflated to 1939 
dollars by the present writers. Gross national product data for 1923-41 are 
referred to in the text. Those for 1923-28 are estimates by Mary Painter. 

Kuznets’s series as a basis, she shifted it to the Department of 

erce concept by adding or substituting appropriate components. In 
addition, she substituted Chawner’s estimate of new construction for that 
ff Mr. Kuznets. Finally, she used the gross national product series so derived 

) extrapolate the Commerce gross national product totals back from 
1929. Her data were deflated by the writers. Data for 1939-41, both in 
current and in deflated dollars, are Department of Commerce data, pre- 
ented in the Survey of Current Business for March, 1943. 

Population and nonagricultural labor force in 1950. Table VII presents 
the estimated 1950 farm and nonfarm population, by age-sex groups. De- 
tailed explanation of the derivation of this table is presented in an unpub- 
lished mimeographed .Appendix available from either of the authors. 

Table VIII indicates past and estimated 1950 percentage relationships 
between the nonagricultural labor force and the nonfarm population, by 
age-sex groups. For males 25-64, the 1940 percentages of the nonfarm 
population who are in the nonagricultural labor force were rounded to derive 
estimated percentages for 1950. For males below 25, the 1930-40 trend in the 
percentage of each 5-year age group in the labor force was projected to 1950. 
For females, the trend from 1920 through 1940 in each age group was 
projected. For both males and females, the percentages derived for the 
age group 20-24 seemed high because of anticipated greater participation 
in education above the high school level. The percentages were accordingly 
reduced, 

_ It is believed that the sharp reduction in the number of the aged in. the 
labor force between 1930 and 1940 has a dual cause—the tendency to dis- 
charge older employees first in depression, and the decreased resistance of the 
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aged to retirement in recent years because of the possibility of securing old-age 
pensions. It is believed also that the 1940 percentages are minimum per. 
centages for any period in the near future, even for a moderately depressed 
period. The 1940 percentages were therefore used for age groups above 64 
years of age in the first approximation estimate for 1950. 

Productivity in Industry Groups A and B. The basic data from which were 
derived estimates of labor productivity trends in Industry Groups A and 8 


TABLE VIII.—NONAGRICULTURAL WORKERS AS A PERCENT OF NONFARM Poputation, 
BY AGE AND Sex, 1920, 1930, 1940, anp First APPROXIMATION, 1950* 


Male Female 


Age 

Interval 1920» 1930 | 1940 | 1950 1920 1930 1940 | 1950 
14-19 35.1 31.6 29.0 33.4 27.7 23.6 | 21.0 
20-24 89.7 91.2 87.0 | 47.3 50.3 54.8 | 56.0 
25-34 96.4 | 98.2 | 98.0 29.1 31.9 | 39.1 | 45.0 
35-44 95.8 | 97.3 | 97.0 22.5 25.8 | 32.2 | 38.0 
45-54 | 92.9 | 93.3 | 93.0 20.6 | 23.0 | 26.5 | 31.0 
55-64 82.7 82.3 | 82.5 15.8 17.2 19.5 | 22.0 
65-74 54.6 | 43.9 | 44.0 7.3 9.4 8.3 8.0 
75-over 19.8 12.9 13.0 7.0 3.1 2.2 2.0 


* Percentages for 1930 and 1940 are derived from Census data for population and for the 
“adjusted labor force.’”’ For the latter, see Census release P-44, No. 6. Public emergency work- 
ers and new workers in 1940 were distributed between the agricultural and nonagricultural 
labor force by the authors, as was the Bureau of the Census adjustment (loc. cit.) in moving 
from “gainful workers” to “labor force” in 1930. For females for 1920, unadjusted percentages 
were adjusted in the same ratio as were the percentages for 1930. Concerning the percentages 
for 1950, see the text. 

> No data available. 


are presented in Tables [X through XIII, of which Tables IX and X are pre- 
sented here. 

Table IX presents series for output in industries of Group A (and in agricul- 
ture). As far as possible existing series were used. Methodological and statis- 
tical problems in connection with the separate indexes of output for manufac- 
turing, mining, steam railroads, electric power, and azriculture, have been 
dealt with by the original computors of the incdvxes. It is necessary only to 
make a brief comment on the computation of output for electric power and {or 
construction. Bell divided the total kilowatt-hour production into four parts 
according to user: industrial, commercial, domestic, and other users, weighting 
each series by the revenue per kilowatt-hour on the assumption that the dil- 
ference in revenue represented a difference in cost of distribution.” This 
method of computing output produces a series which rises much more rapidly 
over time than the simple total kilowatt-hours sold series which is sometimes 
used. 

Statistical estimates concerning the construction industry are very UW 
reliable compared to those for the other industries in Group A. Kuznets and 


* Spurgeon Bell, Productivity, Wages, and National Income (Washington, 1940), p. 158 
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his associates estimate that the margin of error in their estimates of income 
riginating in construction may be as high as 30 per cent.** Although no 


[aBLE [X.—INpDEX NumBeErRs OF Output In Group A AND AGRICULTURE, 
States, 1923-41 


(1923-25 = 100) 


(1) (3) 4 | ©) 


\ | Manufac- a? Construc- Steam | Electric ls haa! 
| turing tion Railroads | Power 
23 100 107 87 103 89 97 
1924 95 96 93 96 100 101 
1925 106 97 120 a a 102 
26 112 109 136 107 123 108 
27 113 99 157 104 | 136 104 
1928 118 98 172 103 149 108 
1929 129 105 190 106 168 106 
111 89 155 91 174 | 107 
19 93 69 131 i 111 
2 70 52 76 56 158 106 
1933 81 58 61 58 159 103 
1934 90 63 68 88 
1935 107 68 80 66 | 187 98 
3¢ 126 83 | 110 so | 215 99 
1937 134 89 102 | 
1938 114 68 117. | 6 | 241 | 112 
1939 128 80 | 125 | 
1941 196 102 10 «| | 123 
Sources: Col. 1—1923-37, Fabricant; 1938-41, Federal Reserve index after latest revision 


linked to Fabricant by equation Y = 4.97+-.977X. 

Col. 2—1923-41 Federal Reserve index of output in coal and metal mining. 

Col. 3—For 1925-1941, Engineering News Record, Feb. 24, 1944 (annual review 
number), p. 112. Extrapolated through 1923 by E. N. R. series for dollar value 
of construction, deflated by E. N. R. construction cost index. 

Col. 4—1923-38, Bell, p. 273; extended by same method. 

Col. 5—Computed for private plus public systems from same sources and by same 
methods used by Bell, p. 277. 

Col. 6—Barger and Landsberg, American Agriculture, 1899-1939; extended by 
use of B. A. E. index. 


éstimate of the percentage error in the Engineering News Record index of 
physical output have been made available, it is likely that this index may also 
ntain a large percentage of error. 
Table X presents the breakdown of gross national product by industrial 
components, This breakdown was used in weighting the separate output series 
in Group A to secure an index of total output in Group A. 


_ Simon Kuznets, National Income and Its Composition, Vol. Il (New York, Nat. Bur. 
Econ. Research. 1941), p. 509. 
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In estimating the breakdown of gross national product, it was necessary ty 
make a decision as to how business taxes were best allocated. This allocation 
was made on the basis of the type of tax levied. Taxes levied directly on 
business without regard to volume of sales are allocated to the industry 
paying the taxes. Gross income taxes, excise taxes, and sales taxes are not 
allocated to the industry paying the tax in the first instance. They are jp 


TABLE X.—GroOss Propuct By CATEGORIES OF INDUSTRY, UNITED STATEs, 1939 


(in billions of dollars) 
(1) (2) (3) (4) (5) 6) 
Industry Income | Deprecia-| Other Allocable | Total of Ted 
or Group Originat- | tion and | Business | Business | Preceding | 
ing Depletion | Charges Taxes Columns ee 
Agriculture 3.2 6.6 7.0 
Group A: 24.4 2.7 1.0 2.3 30.2 32.1 
Mining 1.4 4 2.0 - 
Manufacturing 16.8 2 12 19.9 
Construction 1.9 1 ol 2.4 
Railways 2.8 od 8 3 4.1 
Group B: 40.4 2.6 5 2.6 46.1 | 49.1 
Total Civilian 70.0 6.2 1.5 5.2 82.9 88.2 


Sources: Col. 1—U. S. Department of Commerce estimates adjusted for revaluation of 
inventories. See Survey of Current Business, March, 1943, p. 23, and August, 
1943, p. 12. Revaluation of 4 billion dollars is assumed to have occurred equally 
in manufacturing and Group B. 

Col. 2—Table XI, (unpublished) Appendix. 

Col. 3—Income credited to other business reserves, plus capital outlays charged 
to current expense. Total, Survey of Current Business, August, 1943, p. 12; 
components estimated from Statistics of Income, 1939, and Statistics of Rail- 
ways, 1939. 

Col. 4—Table XII, (unpublished) Appendix. 

Col. 6—Col. 5 multiplied by 1.064. The effect is to distribute unallocated taxes 
among industries in proportion to totals in Col. 5. 


effect allocated according to the gross product of the industry net of such 
taxes. 

Tables XI and XII, which show in detail the allocation among industries 
of depreciation and depletion charges and charges to other business reserves 
and of business taxes, are included in the unpublished mimeographed Ap- 
pendix. This Appendix also includes a detailed statement of the derivation of 
Table VI, and the following tables: XII, derivation of index of manhours o! 
persons engaged in industry Group A, 1923-1940; XIV, number of persons 
engaged in Industry Groups A and B, 1923-1941; and XV, relationship be 
tween deflated gross national product per capita and distribution of employmen! 
between Industry Groups A and B, 1923-1941. 
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TEACHING OF ECONOMICS IN THE SOVIET UNION’ 


from the Russian journal Pod Znamenem Marxizma* 
Translated by RayA DUNAYEVSKAYAT 


Editor’s Note—Partial or abbreviated translations of this Russian article 
have been published before, one by Science and Society, another by The 
New York Times. Considerable interest was aroused and widely differing 
interpretations were offered. Without the full context, however, interpreta- 
tions are apt to be erroneous. Thus, it was felt desirable to make an un- 
abridged translation available. 

A comment by Professor Landauer was published in the June issue of 
the Review; another by Miss Dunayevskaya is contained in the present 
issue; further discussions are planned for the December issue. 


In accordance with a resolution of the All-Union Committee on 
Higher Education, the teaching of political economy in the higher 
academic institutions of our country has been restored in the past 
academic year. Under present conditions grave and significant prob- 
lems confront us in the teaching of political economy. Our colleges 
should thoroughly train graduates who are specialists in economics. 
They will have tremendous tasks to accomplish by giving the fullest 
aid to the military front in all branches of the national economy, and 
also by reconstructing the economy which has been destroyed by the 
German fascist scoundrels. The students of today are the cadres of the 
Soviet intelligentsia of tomorrow. They must function in an epoch of 
great transformations, of extraordinarily rapid unfolding of events, 
in a period of an unusually complex interweaving of political and 
economic problems. In the midst of the great patriotic war of the 
Soviet people against Hitlerite Germany, it is especially important that 
our cadres are fortified with Marxist-Leninist theory which arms us 
with a clarity of purpose, an unshakable faith in the victory of our just 
cause, and an understanding of the laws of social development, in- 


*L. A. Leontiev, M. B. Mitin, P. N. Fedosiev, V. C. Kruzhkov, L. A. Orbeli, V. P. 
Potemkin, P. F. Iudin, S. I. Vavilov, M. P. Tolcherov and M. N. Korneiev are the editors 
{ Pod Znamenem Marxizma (Under the Banner of Marxism). The article is unsigned, 
and appears in No. 7-8, 1943. 
+The translator is indebted to Messrs. Alexander Gerschenkron and Evsey D. Domar 
lor rechecking the translation against the Russian original. The responsibility for the 
‘ranslation as a whole is, however, entirely that of the translator. 

“The title, literally translated, reads: “Some Questions of Teaching Political Economy.” 
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cluding a profound understanding of the laws of war, its course an¢ 
tendencies. 

Political economy occupies a very prominent place in the study of 
Marxist-Leninist theory. It is sufficient to recall the well-known state. 
ment of Lenin that Marx’s economic teachings are the deepest, mos 
comprehensive and specific confirmation and application of Marxis 
theory. 

The instruction of political economy in our colleges has been rp. 
newed after a lapse of several years. Before this interruption, the 
teaching of political economy as well as the existing textbooks and the 
curricula suffered from serious defects. These defects, which even then 
were exposed in one of the decisions of the Central Committee of oy; 
Party, resolved themselves into this: political economy all too frequently 
was transformed from a general historical science which studies the 
living tissues of reality into a collection of antiscientific abstractions 
and lifeless schemes. By this same token, the study of political economy, 
which should play a leading rdle in the development of a world-outlook 
on the part of the builders of socialism, which should inculcate love of 
our Soviet land and hatred toward its enemies, was often turned into 
tedious duty for students. 

The publication of A History of the Communist Party of the Soviet 
Union (Bolsheviks), (Short Course) an encyclopedia of basic knowi- 
edge in the field of Marxist-Leninist theory, armed all ranks of scien- 
tific workers, including economists, giving them a model and example 
for reconstructing their entire work. In accordance with a directive 
of the Central Committee of our Party, a great work was accomplished 
by construction of a short course of political economy. In the course 
of this work the Central Committee gave a number of the most in- 
portant, fundamental formulations of policy and guidance concerning 
the most deep-rooted questions of political economy. 


The teaching of political economy in the past has had several defects. 
First of all, the teachers of political economy failed to give a cleat 
complete and precise definition of the subject of political econom). 
Often they did not even pose to themselves the task of giving a defini 
tion of the subject of political economy that would embrace all its 
aspects. And yet a correct summation and generalization of various 
statements of the classicists of Marxism-Leninism would have beet 
sufficient to resolve this task. 

The founders of Marxism, who have laid new paths in science, char 


* New York, Internat. Publishers, 1939.—Translator 
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acterized the subject of political economy from this or that aspect, 
depending on the point of view from which they approached this ques- 
tion in a particular context. 

In his preface to the third volume of Capital, Engels warned the 
readers against the misapprehension “that Marx wishes to define 
where he is only analyzing.” In this connection Engels pointed out: 
“It is a matter of course that when things and their mutual inter- 
relations are conceived, not as fixed, but as changing, that their mental 
images, the ideas concerning them, are likewise subject to change and 
transformation. . . 

It is precisely those definitions of political economy which are sub- 
ject to “change and transformation” that are encountered in a number 
of the works of the founders of Marxism, sharpened polemically by 
opposition to dying, obsolete and erroneous concepts. 

Thus, for example, Marx showed that the starting point of political 
economy is the “socially-determined production of individuals” 
(Critique of Political Economy, Introduction [1935 ed.], p. 9). 

It is well known that production has two aspects: technological 
and social. Unlike the natural and technological sciences which study 
the technical side of production processes, political economy investi- 
gates the social aspect of production, the social organization of produc- 
tion. In other words, it studies those social relations which are formed 
between people in the sphere of production. 

In this connection Lenin showed that “political economy is not at 
all concerned with ‘production’ but with the social relations of people 
in production, the social structure of production” (Sotchineniia, T. 
III, c. 36).° 

The social organization of production embraces both production 
and distribution, exchange (in the societies where it exists) and con- 
sumption (in its social réle). To use an expression of Marx, produc- 
tion, exchange, distribution and consumption represent “members of 
one entity, different sides of one unit” (Critique, Introduction, p. 23).° 

Of all these, production is the primary one. This follows from the 
simple circumstance that only an article which has been previously 
produced can be distributed, exchanged and consumed. The social 


Capital, Vol. III (Chicago, Kerr, 1909), p. 24. All references to Capital will be to 
the Kerr edition.—Translator 
“This specific phrase does not appear in the standard English translation by N. I. Stone. 
It apparently is the same phrase as “production by individuals as determined by society.” 
A Contribution to the Critique of Political Economy, Introduction, p. 265.)—Translator 
‘Works, Vol. III, Russian ed., p. 36.—Translator 


Asan 


Critique of Political Economy, p. 291.—Translator 
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laws of production themselves determine the character of the remaip. 
ing processes: a specific mode of production conditions a specific 
mode of consumption, distribution and exchange. 

The definition of political economy formulated by Engels is familiar: 
“Political economy, in the widest sense, is the science of the laws 
governing production and exchange of the material means of syb- 
sistence in human society” (Anti-Diihring, State Publishing House. 
1938, p. 151). 

Having given this definition, Engels shows, incidentally, that pro- 
duction can occur without exchange. In another place he defines politi- 
cal economy as a science “of the conditions and forms under which the 
various human societies have produced and exchanged and on this basis 
have distributed their products” (ibid., p. 155).° 

One of the definitions of political economy approved by Lenin 
describes it as a science which “studies the social relations of production 
and distribution in their development” (Lenin, Sotchineniia, T. II. 
c. 393).° In this connection Lenin showed that political economy 
represents a “science of the historically developing structures of social 
production,” that it gives “fundamental concepts about the different 
systems of social economy and about the basic characteristics of each 
system” (ibid., pp. 393, 394). 

Under old methods of teaching, it frequently happened that some 
particular statement by the old masters of Marxism-Leninism concern- 
ing the subject matter of political economy was lifted out of context, 
and an attempt was made to construe it in a topsy-turvy manner. There- 
fore it is extremely important to formulate a definition of the subject 
matter of political economy which will summarize all important state- 
ments of the classics of Marxism-Leninism on this subject and which 
will prevent misunderstanding and false interpretations. Such a defini- 
tion is: Political economy is the science of the development of men’s 
social-productive, i.e., economic relations. It explains the laws which 
govern production and distribution of the necessary articles of con- 
sumption—personal as well as productive—in human society in the 
different stages of its development. 


In the past the teaching of political economy was in error in its 
treatment of the primitive communal system. These errors consisted 10 
this, that, firstly, it violated the principle of historical materialism, 


"Herr Eugen Diihring’s Revolution in Science (Anti-Diihring), (New York, Internat 
Publishers), p. 167.—Translator 

* Ibid., p. 167.—Translator 

*Works, Vol. II, Russian ed., p. 393.—Translator 
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according to which a definite form of production relations is deter- 
mined by the character of the productive forces; and, secondly, it 
permitted an idealization of the primitive communal system in clear 
contradiction of historical reality. 

The basis of the erroneous interpretation of the development of the 
primitive communal order was the familiar remark of Engels in the 
introduction to The Origin of the Family, Private Property and the 
State, to the effect that in the period preceding civilization, the social 
structure was determined by the conditions of the production of 
material goods as well as by the conditions of the production of man 
himself, 7.e., by the forms of the family. The basic law of historical 
materialism, on the contrary, consists in this, that the production rela- 
tions of men are determined by the character of the productive forces 
at the disposal of man at a given stage of the development of society. 
History teaches us that this law functioned in the primitive epoch as 
fully and entirely as in all subsequent stages of social development. 

The above erroneous remark of Engels contradicts the many entirely 
unequivocal statements of Marx and Engels himself that the develop- 
ment of the productive forces is the basis of production relations. It 
is in no measure consistent with the concrete analysis of the develop- 
ment of primitive society which is contained in Engels’s own book. 
Thus there is not the slightest basis for departing from the monistic 
view of history which Marx and Engels worked out and replacing this 
monism by dualism even if only in its application to the primitive 

nmunal system. 

For many thousands of years the extremely crude nature of the 
tools of labor and extremely primitive means of obtaining the means 
of subsistence made common, collective labor necessary. Only by com- 
mon effort could human beings cope with nature; only by common 
work could they assure themselves an existence. Social collective labor 
in the field of production gave rise in primitive society to social, col- 
lective property in land and other means of production as well as in the 
products themselves. Primitive people worked in common, possessed 
the means of production and the products of their labor in common 
and consumed in common that which was obtained. 

The development of the productive forces at the disposal of men 
conditioned the whole course of development of the production rela- 
tions of primitive society. The transition to the tribal community, i.e., 
the change from the matriarchal to the patriarchal family, the dis- 
integration of the tribal structure, the rise of private property, ex- 
change, division of society into classes—all these processes are fully 
explained by the course of development of the productive forces of 
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communal society, the achievement of methods of obtaining the meap; 
of life. 

Another mistake which crept into our teaching of political economy 
in the field of primitive communism was the romantic idealization of 
that system, which led students to ignore the idea of the progressive 
character of the development of human society. The transition from 
the primitive social structure to class society was looked upon not as q 
necessary step in the path of social progress, but as the Fall of Man, 
an expulsion from Paradise. In this connection there arose the false 
notion of communism as a singular return to the social system under 
which man lived in primitive times. It is entirely clear that such ap 
interpretation contradicts the letter and spirit of the entire Marxist 
Leninist teaching. 

The classics of Marxism-Leninism, while exposing the bourgeois 
myth of the eternal nature of private property, classes and exploitative 
systems, showed scientifically that for thousands upon thousands of 
years man lived in a system of primitive communism, ignorant of all 
these “blessings” of civilization. But at the same time the classics of 
Marxism-Leninism taught us to see the historical limitations of the 
primitive communal order, which corresponded to an extremely low 
level of development of productive forces, which possessed tools of 
primitive character and a most miserable standard of existence. At a 
certain stage, the development of the primitive communal order be- 
came an obstacle to further social progress. It had to yield its place 
to a new method of production, which gave more latitude for the 
development of the productive forces, and it was removed. 

Lenin stated that no Golden Age had ever existed, that primitive 
man was crushed by his wants and the hardships of the struggle for 
existence. Marx showed that in primitive society the collective mode 
of production was “the result of the weakness of the individual and 
not of the socialization of the means of production” (Sotchineniia, T 
XXVII, c. 681).*° It is also known that in primitive society the per- 
sonality of the individual was overwhelmed by society—by the group, 
the gens. The tools of production were so crude, so unproductive that 
only by collective labor could the people sustain their existence. The 
unity of the worker and his means of production occurred here, 4 
Marx says, in a “childish form,” unsuited for the development of labor 
as social labor and the productiveness of social labor” (Teorii Pribv- 
vochnoi Stoimosti, T. III, State Publishing House, 1932, c. 308). 
Labor yielded such meager fruit that equality in consumption was 4 


Works, Vol. X XVII, Russian ed., p. 681.—Translator 
" Theories of Surplus Value, Vol. III, Russian ed., p. 308.—Translator 
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necessity; had any one received a somewhat larger share of the social 
product, there would not have been enough left to satisfy the hunger 
of the other members of the primitive society, who then would have 
perished from starvation. 

This shows that primitive communal society was not based on the 
ocialization of well-developed means of production, but on a com- 
munity of property which resulted from the primitive, undeveloped 
state of the instruments of labor, and from the extreme weakness of 
the individual, for whom the strong, inseparable bonds with society 
was his only safeguard from destruction. Thus the primitive communal 
structure and contemporary socialism and communism, which are based 
on the socialization of highly-developed means of production, assuring 
society a tremendous power over nature and full development of the 
ndividual in the conditions of collective brotherhood, are as different 
as the sky is from the earth. 


The teaching of political economy in the past was at fault because 
the historic principle, which was more or less observed in the study of 
the primitive communal order, the slave-holding system and the feudal 
system, was vulgarly violated in passing to the study of capitalism. 
In the programs and textbooks the sections devoted to capitalism were 
constructed as a simple copy of the structure of Marx’s Capital. This 


nethod of teaching lost sight of the fact that Marx did not write 
( Capit il as a course for students, or even less as a popularization for 
beginners in the study of political economy, but as a gigantic work of 
research which paved new roads in social science. From this it is clear 
that to follow mechanically the structure of Marx’s Capital in a study 
of the principles of the given science can only cause harm. 

In order to follow the historic principle in the teaching of political 
economy, the students must get a clear statement not only of the basic 
characteristics of the capitalist method of production but also of the 
origin of this mode of production. To follow the historic principle it is, 
of course, necessary first to study the historic processes. That means 
to study first the genesis of capitalism. Only after this can we proceed 
to the s tudy of the basic characteristics of this order. 

The chapter on “Codperation” in Marx’s Capital points out that: 

A great number of laborers working together . . . in one place... 
in coder to produce the same sort of commodity under the mastership 
of one capitalist, constitutes both historically and logically the start- 
ing point of capitalist production.’”* It follows from this that histori- 
cally and logically the starting point of capitalist production is the 


|, Vol. I, p. 353.—Translator 
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workshop that belongs to the capitalist and in which wage-labore;; 
are hired. Historically such a workshop appears first under capitalis, 
manufacture (which, as is known, was preceded by simple codpera. 
tion, soon to be superseded by the division of labor). Consequently, 
Marx’s statement must be understood to mean that capitalist many. 
facture itself is historically and logically the starting point of capitalist 
production. 

In the history of the evolution of capitalism there was a whole period 
in which capitalist workshops existed only in the form of manufacture 
As is known, Marx places the beginnings of the capitalist method oj 
production in the 14th century, in the form of the capitalist manufac. 
tures in the Italian city-republics during the Middle Ages. In the 16th 
century capitalist manufactures were counted by the hundreds and 
thousands in the more highly developed countries and regions of 
Europe. And yet the transition from manufacture to the factory did 
not occur before the period of the industrial revolution in England, 
i.e., toward the end of the 18th and the beginning of the 19th century 

Thus an entire historic span which Marx called the manufacturing 
period of capitalism preceded the epoch of the domination of capitalist 
machine industry. Naturally the study of the manufacturing period 
of capitalism should precede the study of the basic characteristics of 
the capitalist method of production. Further, the study of the basic 
traits of capitalism must also be preceded by a knowledge of those 
processes which in history were conditions of the rise of capitalism. 
This refers to the historical prerequisites of capitalism: the rise of a 
class of wage laborers on the one hand and the formation of large units 
of capital on the other. This precisely is the primitive accumulation of 
capital. 

Marx, it is well known, begins his Capital with an analysis of a 
commodity. This exposition serves him as the necessary prerequisite 
for the discovery of the secret of surplus value, which is involved in 
the transformation of labor power into a commodity. In order to expose 
the peculiarities of this unique commodity—labor power—Marx sub- 
jects to a preliminary analysis the bases of commodity production in 
general. 

The sequence that Marx follows in his exposition of problems in 
Capital is a natural consequence of the fact that he was blazing new 
trails in a science in which his aim was to reconstruct the science 0! 
political economy. But it is wholly obvious that in studying the fund: 
mentals of this science and particularly so in mastering an elementaty 
course, it is impossible entirely to preserve this logical order: this 
would be harmful pedantry and opposed to the necessity of teaching 
political economy as a general historical science. 
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Commodity production, exchange and money precede the appearance 
of a capitalist production. The beginnings of commodity production 
arose many thousands of years before the capitalist era. By the end of 
the Middle Ages the production of commodities and the circulation 
of money had already reached a rather high degree of development. 
Nevertheless, commodity production becomes the dominating form of 
production and assumes an all-pervading character only under capi- 
taism. 

From this it follows that, if we teach political economy according 
to the historic principle, it is necessary to consider such categories as 
commodities and money not only in the section devoted to capitalism 
but also in the preceding parts of the course. One must discuss the rise 
of commodity production, and the historical steps in the development 
of exchange and the rise of money, even as early as in the study of 
the slave system. In the ensuing sections on the feudal order, and 
later on in our study of the disintegration and decay of feudalism, we 
must be prepared this soon to observe a more advanced development 
of simple commodity production, the characteristics of a commodity, 
its use-value and value, the socially-necessary labor time. The complete 
analysis of the commodity and especially the characteristics of the 
dual character of the labor incorporated in the commodity should be 
given in the treatment of the basic traits of capitalist production. 

In his review of A. Bogdanov’s A Short Course of Economic Science, 
Lenin approved the order of presentation adopted by the author “in 
the form of characterizations of consecutive periods of economic devel- 
opment.” Lenin wrote: 


Precisely in this way is it necessary to expound political economy. It may 
be 0 bjecte d, perhaps, that the author must thereby discuss the same theoretical 
topic (for r example, money) in different periods and thus be repetitious. But 
purely formal flaw is more than compensated by the basic merits of 
torical presentation. Moreover, is it really a defect? The repetitions are 
mpletely insignificant and are, in fact, useful to the student because he 
more easily assimilates particularly important postulates all the more surely. 
For example, the exposition of the different functions of money in different 
periods of economic development clearly shows the student that theoretical 
analysis of those functions is based not on abstract speculation but on 
painstaking study of actual conditions in the historic development of hu- 
manity. The presentation of separate, historically-demarcated structures of 
social economy thus becomes more coherent (Sotchineniia, T.II, c.394).* 


We must use this most significant indication of Lenin as a guide to 
the study of political economy as a general historical science. 


‘Works, Vol. II, Russian ed., p. 394.—Translator 
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In the present circumstances of the great patriotic war against th 
German fascist brigands those themes which are devoted to th 
monopolistic stage of capitalism—imperialism—assume special signi, 
cance. For the period of the World War, 1914-1918, Lenin showed thy 
it is impossible correctly to define the character of the war withoy 
having grasped the fundamental question, the question as to the eq. 
nomic essence of imperialism. For a profound and complete under. 
standing of the just, liberating nature of the war of the Soviet Unig 
and its allies against Hitlerite Germany, it is of the utmost importang 
to be armed with the Leninist-Stalinist theory of imperialism in gener 
and the Leninist-Stalinist analysis of the predatory, bestial nature of 
German imperialism in particular. 

In the course of this instruction, it is necessary to expose the dis 
tinguishing peculiarities of the monopolistic stage of capitalism, ty 
define its basic characteristics and show its historical place as the ev 
of the socialist revolution of the proletariat. We must pay due atten 
tion to a study of the discovery by Lenin, which was elaborated by 
Stalin, regarding the law of unevenness of economic and politica 
development in the epoch of imperialism and the conclusion derived 
from this law concerning the possibility of the victory of socialism in 
one country. We have to demonstrate to students the tremendous 
theoretical and practical significance of the Leninist-Stalinist theory 
of imperialism, which is a direct extension of the analysis of the 
principles of capitalism presented by Marx in Capital. 

Lenin characterized imperialism as monopoly capitalism, decaying 
or parasitic and moribund. It is necessary to bear clearly in mind the 
fact that this decay of capitalism which is manifested, incidentally, 
in technical stagnation, through retardation of technical progress by 
monopolies, does not at all exclude the fact that, as Lenin showed, 
capitalism as a whole develops and expands faster than in the preceding 
epoch. Likewise, one must keep in view the assertion of Lenin that 
imperialism is capitalism dying, but not yet dead. 

Lenin showed that the domination of monopoly is linked with reac 
tionary tendencies in the political sphere. Today the forces of reaction 
have found their most extreme incarnation in Hitlerite Germany. Ti 
history of mankind has never before seen such reaction, wild ani 
benighted debauchery and hatred of humanity as distinguishes the 
plundering Hitlerite imperialism. 

Lenin always emphasized that nihilism of any kind as concerns the 
question of democracy is entirely alien to the proletarian revolutions 
He wrote: “Socialism without democracy is impossible in a double 
sense: (1) The proletariat cannot achieve the socialist revolution 
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Jess it is prepared for this task by the struggle for democracy; (2) 


Sictorious socialism cannot retain its victory . . . unless it establishes 


omplete democracy” (Sotchineniia, T. XIX, c. 233-34).™ 

The difference between the structure of the state in bourgeois-demo- 
cratic countries, on the one hand, and fascist nations, on the other, is 
not at all a matter of indifference to the working class and to all pro- 
gressive strata of present society. The Hitlerite régime is the embodi- 
ment of blackest reaction, barbarism and cannibalism. Hitlerite ad- 
venturers are the dogs of chase of the German plutocracy—they are 
the avid, blood-thirsty, rapacious mercenaries of the German Junker— 
landlords, financiers, bankers, monopolists, industrialists. Let us re- 
member the words of Comrade Stalin, that the Hitlerites are the mortal 
enemies of socialism, the most evil reactionaries and Black-Hundred 
bands,’ robbing the working class and the peoples of the occupied 
countries of elementary democratic freedoms: “In order to hide their 
reactionary Black-Hundred essence, the Hitlerites vilify the Anglo- 
American internal régime as a plutocratic régime. But in England and 
in the U.S.A. there exist elementary democratic liberties, there are trade 


© unions of workers and employees, labor parties and parliaments, where- 


as in Germany under the Hitlerite régime all these institutions have 


Bbeen destroyed. We need only to counterpose these facts in order to 


understand the reactionary essence of the Hitlerite régime and the 
entire falsity of the jabbering of the German fascists about the Anglo- 
American plutocratic régimes.” 

The most important topic in the teaching of political economy is, 
of course, the section on the socialist system. In accordance with the 


Shistoric principle, this too must be divided in two parts, the first dis- 


cussing the stages leading to the socialist mode of production, and the 
second devoted to the fundamental characteristics of this mode of 
production. The first part comprehends the period of the transition 
from capitalism to socialism, #.e., to the first phase of communism. 
Here will be presented a description of the great economic transforma- 
tions which have been effected by the Soviet power and which have 
led to the building of socialism in the U.S.S.R., i.e., the first phase of 
communism. The second part will be concerned with a description of 
the socialist system of economy, its most important aspects and charac- 
teristics. 

In accordance with the Constitution of the U.S.S.R., the economic 

cope Collected Works, Vol. XIX (New York, Internat. Publishers, 1942), p. 261. 
~~iransiator 


~ “Black-Hundred bands” refers to the most extreme right-wing reactionary organiza- 
ions, such as the notorious “Union of Russian People.”—Translator 
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basis of the U.S.S.R. is the socialist economic system and socialist 
property in the tools and means of production, established through the 
liquidation of the capitalist economic system, the abolition of exploita- 
tion of man by man. Compared with the preceding systems of produc. 
tion, socialism is the highest stage of development of society. It has 
decisive advantages over the capitalist method of production. 

The superiority of the Soviet system in peaceful economic conditions 
enabled the Soviet Union to wipe out centuries of economic and techni- 
cal backwardness at a rate of development approximately ten times 
that of the most important capitalist countries. This has no historical 
precedent. Furthermore, the advantages of socialism over capitalism 
are especially evident in the steady rise of the material welfare and 
cultural level of the toiling masses. 

The superiority of the Soviet order made it possible during the 
great patriotic war against the German-fascist invaders to withstand 
the attacks of the beast-like enemy, to upset his calculations, to deal 
the enemy blows of tremendous force and to proceed with confidence 
to the utter destruction of the Hitlerite war machine. The socialist 
economy of the U.S.S.R. withstood nobly all the trials of war. The 
unshakable morale and the political unity of Soviet society, which have 
been reared on the basis of the socialist mode of production in our 
country, frustrated all the adventurist hopes of the Hitlerites on a 
split between workers and peasants and the rise of strife and struggle 
among the nationalities in our country. The Soviet system saved our 
fatherland in the year of the greatest trials that fell to its lot. 

In the study of the socialist mode of production—the process of 
its evolution and its basic traits—it is necessary, first of all, to elucidate 
the character of the economic laws of socialism. The key to an under- 
standing of the economic laws of socialism is the rich experience in the 
practice of socialist construction, which is summarized and theoretically 
generalized in the works of Lenin and Stalin and in the Party decisions. 

It is known that the different shades of enemies of socialism— 
bourgeois-economist wreckers, restorationists of capitalism from the 
camp of Trotskyist-Bukharinist agents of fascism—tried to extend the 
laws of capitalist economy to socialist economy. For their treacherous, 
counter-revolutionary purposes these slanderers distorted the nature 
of the social relations evolving in our midst, falsifying them and color- 
ing them in the light of capitalist relations. 

We need only recall those heinous theories which describe our ente!- 
prises, trade, money, banking, etc., as “state capitalism.” The bour- 
geois restorers of capitalism of all hues infused the poison of disbeliei 
in the success of socialism and spread the wretched idea that the very 
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same unchangeable laws of the capitalist economy which prevailed 
before, functioned also under the Soviet system, and that every attempt 
to break these laws could only lead to economic dislocations. This 
enemy position was utterly destroyed by our Party under the leadership 
of Comrade Stalin and was discredited by the rich practice of socialist 
construction and by the stupendous victories of socialism which hold 
their place in the history of the world. 

With respect to the economic laws of socialism, many fundamental 
mistakes and faults often crept into the curricula and textbooks to 
political economy. There was often presented the superficial and 
erroneous idea that since the economic laws characteristic of capital- 
ism disappeared with the liquidation of capitalism, there consequently 
are not and never can be economic laws in the socialist economic sys- 
tem. Often, in the courses on political economy, the questions on the 
socialist mode of production were elucidated in the so-called “ex- 
cursuses” to the corresponding sections of the course. Moreover, 
these “excursuses” were composed in a very superficial and crude 
manner. Ultimately they resolve themselves into a conclusion that if 
under capitalism such and such a principle, such and such a law or 
such and such a category existed, then in the Soviet system of economy 
all these were necessarily absent, and the opposite was in effect. For 
example, after the sections on the law of value there were “excursuses” 
which showed that under Soviet conditions this law does not apply. 
Since such “excursuses” invariably followed the demonstration of 
every law of capitalism, then the student could only be left with the 
conviction that under socialism there is generally no opportunity for 
any kind of economic law to function. 


ler- Such an utterly erroneous approach made it essentially impossible 
the to understand the real relations of the Soviet economic system since 


there can be no scientific knowledge if one recognizes no laws; no 
development in conformity with laws. At the root of the idea that 
there is no place in socialism for the action of economic laws, there 
the lies the quite un-Marxist view that only those laws can be considered 
economic laws which manifest themselves independently of man’s 
will and consciousness, which have the character of elemental con- 
formity to an established law, functioning, as Marx once said, after 
the fashion of a house falling down on your head. This characterization 
of economic laws is quite in order in discussions on capitalist laws, but 
quite out of place when speaking of economic laws in general. Such 
an approach is a familiar by-product of the so-called restrictive defini- 
tion of political economy which states that this science is concerned 
only with the capitalist order. 
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Actually, it is an elementary Marxist truth that no system of produc. 
tion can exist and develop without the operation of some kind of 
economic law. To deny the existence of economic laws under socialism 
is to slip into the most vulgar voluntarism which may be summarized 
as follows: in place of an orderly process of development, there js 
arbitrariness, accident and chaos. Naturally, with such an approach 
every standard of judgment of one doctrine or another or one practice 
or another is lost; there is lost the comprehension of the conformity 
of phenomena in our social development to established laws. 

In reality, it is an elementary truth that a society, whatever its form, 
develops in accordance with definite laws which are based on objective 
necessity. This objective necessity manifests itself differently under 
different forms of society. Under capitalism objective necessity acts as 
an elemental economic law manifesting itself through an infinite num- 
ber of fluctuations, by means of catastrophes and cataclysms and dis- 
ruption of productive powers. Under the conditions of the socialist 
method of production, objective necessity acts quite differently. It 
operates as an economic law which is conditioned by the entire internal 
and external state of the particular society, by all the historical pre- 
requisites of its evolution; but it is an objective necessity known to, 
and working through the consciousness and will of men, as represented 
by the builders of a socialist society, by the guide and leading force of 
the society—the Soviet state and the Communist Party, which guides 
all the activity of the toiling masses. 

Thus the economic laws of socialism emanate from the real condi- 
tions of the material life of socialist society, from the total internal 
and external conditions of its development. But these laws are not 
realized spontaneously, nor of their own accord, but operate as recog- 
nized laws consciously applied and utilized by the Soviet state in the 
practice of socialist construction. 

Socialist society sets up a task of making an active change in the 
conditions which were inherited from the past. It does not assume the 
responsibility of perpetuating these conditions but, on the contrary, 
tries to transform them, sometimes radically, in accordance with the 
basic task of the construction of socialism and further progress to 4 
higher phase of communism. The economic laws of socialism art 
realized by means of the organized actions of the builders of the 
socialist society, their actions are directed toward preéstablished goals 
and toward accomplishing the planned results. In this lies the funda- 
mental distinction between the economic laws of socialism and those 
of capitalism. 

Speaking of socialist society, Engels said in Anti-Diihring: 
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The conditions of existence forming man’s environment, which up to now 
have dominated man, at this point pass under the domination and control 
of man who now for the first time becomes the real conscious master of Na- 
ture, because and in so far as he has become master of his own social organi- 
sation. The laws of his own social activity, which have hitherto confronted 
him as external dominating laws of Nature, will then be applied by man with 
complete understanding, and hence will be dominated by man. Men’s own 
social organization which has hitherto stood in opposition to them as if 
arbitrarily decreed by Nature and history, will then pass under the control 
of men themselves. It is only from this point that men, with full consciousness, 
will fashion their own history; it is only from this point that the social causes 
set in motion by men will have, predominantly and in constantly increasing 
measure, the effects willed by men. It is humanity’s leap from the realm of 
necessity into the realm of freedom (pp. 296-97) .% 


The question of the character of the economic laws of socialism is 
naturally connected with the question of the economic réle of the Soviet 
state. In all aspects of society, including economic life, the Soviet state 
has played a part essentially different from that of any other state. 
Some superficial observers, for instance, many foreign journalists and 


re- 
to, economists, try to reduce this difference to one of quantity only. The 
nted Soviet state, they argue, “interferes more” in economic activity than 
€ of do other contemporary states. Obviously, the question is not that easily 
ides explained. There is a basic qualitative difference, the essentially dif- 
ferent role of the state under socialism as compared to that under all 
ndi- preceding modes of production. 
nal To be sure, under capitalism too the state often engages in the most 
not serious intervention in economic life. Historically speaking, it is suf- 
cog: ficient to recall the réle of the state during the period of primitive ac- 
the cumulation. Having in mind the acts of the state in this period, Marx 
wrote that force is the midwife of the old society pregnant with the 
the new. If we speak of the present period, it is enough to recite the numer- 
the ous measures of all belligerent states, directed toward the subordina- 
ary tion of the economy to the task of conducting the war. 
the Thus it would be comical and absurd to deny that under capitalism 
to 4 the state also can and actually does play a not unimportant réle in 
are economic life. But this réle is limited by the fact that the entire econ- 
the omy is within the confines of private property, that the entire economy 
oals is based on capitalist private property in the means of produc- 
nda- tion. The state can interfere and does interfere in actions of capitalists. 
hose This interference sometimes assumes a serious character and results 


in promoting interests of a small group of proprietors at the expense 


"Herr Eugen Diihring’s Revolution in Science, p. 318.—Translator 
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of other groups, but the character of the interference is such that the 
general basis of the domination of private property remains in {yj 
force. 

Under socialism the economic rdéle, function and significance of the 
state have an essentially different character. The means of production 
are in the hands of the whole society as socialist property, and the 
preponderant part of the means of production is national property, i, 
belongs to the Soviet state. Because of this the Soviet state executes 
a number of functions and tasks which by their very nature are alie 
to every other type of state. 

The Soviet state is the most powerful economic force. It executes 
tremendous work of economic organization, embracing all aspects oj 
the development of society. The planned administration of the national 
economy, management of the national budget, control over the measure 
of work and of consumption, provision for the economic requirements 
of the country’s defense, protection ef public property—the very 
listing of these most important functions gives a picture of the scope 
and the significance of the work executed by the Soviet state in the 
socialist system of national economy. 

This work is colossal not only in economic construction in peace but 
in time of war as well. Such a huge undertaking as the transfer of 
industrial activity to the East, the evacuation of many hundreds of 
enterprises to Eastern districts, the establishment there of a great 
number of new enterprises, and the provision for their raw materials, 
labor power, cadres—all this would have been completely unrealizable 
under private ownership of the means of production. Only the ad- 
vantages of the Soviet order opened the possibility of successful reso- 
lution of tasks of such a scale and significance. The Soviet system is 
the most progressive, the most advanced system. The study of the 
political economy of socialism should therefore fortify the students 
feeling of Soviet patriotism, their boundless love for the Soviet father- 
land and readiness to defend it at the price of their blood, and even 
their lives. 


The understanding of the real nature and character of the economic 
laws of socialism must penetrate all the teachings of the whole political 
economy of socialism in the section devoted to the stages leading to 
the socialist mode of production as well as in that devoted to the basic 
traits of socialism. 

In studying the evolution of the socialist order it is necessary \0 
keep in view the fact that both of the gigantic transformations which 
assured the victory of socialism in the U.S.S.R.—the imdustrialization 
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of the country and the collectivization of agriculture—were laws of the 
socialist development of our society. After the Soviets achieved power 
in our country, the task that faced the Soviet nation was the transition 
of the U.S.S.R. from the paths of an agrarian economy with poorly 
developed industry and crude technological base to the tracks of in- 
dustrialization, highly developed technologically and economically. This 
problem faced the Soviet nation not as a question which would permit 
of one solution or another, but as a question permitting only one solu- 
tion: it was necessary to realize, and at a rapid tempo at that, the 
socialist industrialization of the U.S.S.R. 

Without attaining the industrialization of the country, socialism 
could not have won out in the U.S.S.R. Our country would have been 
doomed to lose its national independence and become the prey of alien 
invaders. The course of the war against Hitlerite Germany reveals 
with entire clarity that our country could not have resisted an enemy 
armed to the teeth, had it not realized the Stalinist program of socialist 
industrialization, guaranteeing a highly-developed industrial base which 
provided the army with modern military equipment on a scale de- 
manded under the present conditions of war. 

Thus socialist industrialization was a law of socialist development of 
our society. This economic necessity was recognized in time by our 
Party and the working class, and was accepted by the Soviet state. It 
was placed as the foundation of the general line of our Party, of the 
Soviet power in the sphere of socialist construction. 

The same is true of the collectivization of agriculture. Comrade Stalin 
showed that it is impossible for any considerable period to rest the 
Soviet power on two different bases: on the one hand, a large-scale 
machine industry and on the other, a small, atomized peasant econ- 
omy. A tremendous revolutionary upheaval was necessary to bring the 
million-headed peasantry onto the tracks of large-scale kolkhoz econ- 
omy, which is based on socialist property and collective labor, and the 
broad application of science and technology to agricultural economy. 

The victory of collectivization and the liquidation of the kulak as a 
class signified the triumph of socialism in the country, and eradica- 
tion of the causes which gave birth to exploitation of man by man. In 
the conditions of a patriotic war the enormous advantages of the 
kolkhoz system assured an answer to the food problem, even in 
exceptionally difficult circumstances when the enemy had succeeded 
temporarily in capturing several important agricultural regions of the 
country. 

Thus the collectivization of agriculture was a law of the socialist 
development of our society. 
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There lies the heart of the problem regarding the economic law; 
which we learn when we study the development of the socialist order. 
These economic laws of socialism in their character, content, method 
of action are fundamentally different from the economic laws of capj- 
talism. Such is the nature of the economic laws which we encounter in 
the study of the basic characteristics of the socialist method of pro- 
duction. 

It is well known that socialist society cannot develop outside of the 
planned administration of the national economy, that socialism and 
planning are indissoluble, that planning lies at the base of our eco- 
nomic development. Socialism is inconceivable without a plan. Planned 
administration of the economy is the indispensable economic necessity 
for a socialist society. 

Under capitalism the planned administration of the national economy 
is unrealizable because capitalism is based on private property in the 
means of production. Private property creates competition. It divides, 
atomizes separate parts of the economic organism of the country which, 
on the one hand, are bound in intimate economic interdependence and, 
on the other hand, consist of self-sustaining independent units. Under 
capitalism, chaos, anarchy of production, blind laws of the market 
dominate; they dictate such and such measures to individual capitalists 
and individual enterprises only through fluctuations in prices, changes 
in the conditions of sale, etc. 

An entirely different picture is presented by the socialist system of 
national economy; the social property in the means of production 
unites the entire national economy into one whole. In these conditions 
the national economy of the country cannot avoid development accord- 
ing to plan; socialist economy cannot exist and develop except upon 
the basis of a plan which embraces the whole national economy. The 
planned character of socialist economy flows from the socialization of 
the means of production. A national economic plan for a socialist 
society is as much a necessity as the satisfaction of the most elementary 
needs of people. 

Thus for socialism planned administration of the economy is not 4 
question of volition or caprice but an objective economic necessity. 

Distribution according to labor serves as another example. The 
guiding principle of social life under socialism is: from each according 
to his ability, to each according to his labor. In socialist society there 
is no exploitation and social property governs over the means of pro- 
duction. It is a society which has a level of development of the produc: 
tive forces sufficiently high to be manageable to permit placing the 
productive forces in the hands of society and to abolish exploitation, 
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but not high enough to guarantee such a high productivity of labor, 
such an abundance of products as is required to realize the principle of 
distribution according to need, for the full satisfaction of all needs of 


peopie. 
The question therefore remains: Under the given objective condi- 
tions of the existence of a socialist society, on what principle should 
distribution be based in this society? It is possible to give only one 
answer to this question: Distribution must be based on the principle 
{ labor—products must be distributed among the members of society 
according to the quantity and quality of labor expended by each. If 
should adopt any other principle of distribution—whether such 
other principle be one of equal distribution or distribution according to 
need—society could not normally function and expand. 

Thus distribution according to labor is the objective necessity for a 
socialist society. 

These examples once again confirm the conclusion that a socialist 
society lives and develops according to certain economic laws. At the 
root of these economic laws lies the objective economic necessity dic- 
tated by the totality of objective conditions of the life of society. 


How do matters stand under socialism in so far as the laws and 

itegories operating under the previous method of production are 
concerned? In former teaching practices there was widely current in 
the curricula and textbooks an entirely erroneous idea that from the 
first day of the socialist revolution all laws and categories of the eco- 
nomics of capitalism lose their force and cease to function. It is evi- 
dent that the matter is much more complex. 

In particular, in our instruction and textbook literature the incorrect 
idea took root that in the economics of socialism there is no place for 
the law of value. This idea clearly contradicts the numerous statements 
of the masters of Marxism and the whole experience of socialist con- 
struction. It is well known that the law of value began to operate long 
before the rise of capitalism; Engels estimated the “age” of this law 
to be some five to seven thousand years. After the abolition of capi- 
talism, socialist society through its state subordinates the law of value 
ind consciously makes use of its mechanism (money, trade, price, etc.) 
in the interests of socialism, in the interests of planned direction of 
national economy. 

The notion that the law of value plays no réle in socialism is, in 
essence, opposed to the whole spirit of Marxist political economy. 
Familiar statements of Marx and Engels show that they well under- 
‘tood that the matter is much more complicated. The idea that the 
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law of value automatically and mechanically disappears immediately 
after the transition from capitalism to socialism was alien to the found- 
ers of socialism. 

In the Critique of the Gotha Programme Marx wrote thus concerp- 
ing socialism—the first phase of the communist society: 


What we have to deal with here is a communist society, not as if it had 
developed on a basis of its own, but on the contrary as it emerges from 
capitalist society, which is thus in every respect tainted economically, morally 
and intellectually with the hereditary diseases of the old society from whose 
womb it is emerging. In this way the individual producer receives back again 
from society, with deductions, exactly what he gives. What he has given to 
society is his individual amount of labor. For example, the social working-day 
consists of the sum of the individual hours of work. The individual working- 
time of the individual producer is that part of the social working-day con- 
tributed by him, his part thereof. He receives from society a voucher that 
he has contributed such and such a quantity of work (after deductions from 
his work for the common fund) and draws through this voucher on the social 
storehouse as much of the means of consumption as the same quantity of 
work costs. The same amount of work which he has given to society in one 
form, he receives back in another. 

Here obviously the same principle prevails as that which regulates the 
exchange of commodities so far as this exchange is of equal values. Content and 
form are changed because under the changed conditions no one contributes 
anything except his labor and, on the other hand, nothing can pass into 
the possession of individuals except individual objects of consumption. But, so 
far as the distribution of the latter among individual producers is concerned 
the same principle prevails as in the exchange of commodity-equivalents, 
i.e., equal quantities of labor in one form are changed for equal quantities of 
labor in another form (Sotchineniia, T. XV, c. 274).2" 


In Book II of Volume III of Capital we read: 


Storch expresses the opinion of many others, when he says: “The salable 
products, which make up the national revenue, must be considered in political 
economy in two ways. They must be considered in their relations to individuals 
as values and in their relations to the nation as goods. For the revenue of a 
nation is not appreciated like that of an individual, by its value, but by its 
utility or by the wants which it can justify.” 

In the first place, it is a false abstraction to regard a nation, whose mode 
of production is based upon value and otherwise capitalistically organized, 
as an aggregate body working merely for the satisfaction of the national wants 

In the second place, after the abolition of the capitalistic mode of production, 
but with social production still in vogue, the determination of value continues 
to prevail in such a way that the regulation of the labor time and the distri- 


Works, Vol. XV, Russian ed., p. 274. In English it can be found in The Critique 0/ 
the Gotha Programme (New York, Internat. Publishers, 1933), p. 29.—Translator 
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bution of the social labor among the various groups of production, also the 
keeping of accounts in connection with this, become more essential than ever 
Capital, Vol. III, State Political Publishing House, 1938, p. 750). 


Of course, it would be an absurd and uncritical approach to presume 
that Marx and Engels could foresee and foretell the concrete, practical 
way to employ the law of value in the interests of socialism. These 
ways are worked out in the course of the richest practice of socialist 
construction in the U.S.S.R. and were generalized by the genius of 
Comrade Stalin, who showed how the Soviet state puts at the service of 
socialism such instruments of capitalist economy as money, trade, 
banks. etc. The assertions of Stalin on the fate of the economic cate- 
gories of capitalism under conditions of socialist society are theoretic 
generalizations from the magnificent experience of socialist construc- 

1 the U.S.S.R. and signify a new stage in the development of the 
science of Marxist-Leninist economics, These statements are among 
the most important principles of the political economy of socialism 
created by Comrade Stalin. 

In these assertions Comrade Stalin presented a great deal that was 
new, which could have been foreseen neither by Marx nor even by 
Lenin. It could have been grasped only as a generalization based upon 
the richest experience of socialist construction in our country. 

The former, faulty interpretation concerning the law of value 
under socialism closed the path to the correct understanding of the 
problems which now sharply confront us not merely as theoretic ques- 
tions but as practical questions in our economic policy. Under socialism 
the guiding principle of social life is distribution according to and based 
upon the quantity and quality of work performed. ‘That means that 
labor continues to be the measure in economic life. Naturally, it fol- 
lows that the law of value under socialism is not abrogated but con- 
tinues to exist, although it functions under different conditions, in a 
different environment and, when compared with capitalism, reveals 
most radical differences. 

The guiding principle of social life under socialism is, from each 

irding to his abilities, to each according to his labor. This demands 
that every worker in socialist production be rewarded strictly in 
iccordance with the quantity and quality of work which he expends 
for society as a whole. Socialism cannot exist without what Lenin called 
national accounting and control of the measure of labor and measure 
of consumption. But how is the strictest accounting and control by the 
Soviet state exercised over the measure of labor and measure of con- 
sumption of each member of society? 


"Capital, Vol. III, pp. 991-92.—Translator 
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At first glance it might seem that the simplest way out is to measure 
labor in hours or days, in what Marx calls the natural measure of 
labor—that is, the time of labor, labor hour, labor day, etc. But the 
difficulty is that the labor of the citizens of a socialist society is not 
qualitatively uniform. In this respect it differs from the work of mem- 
bers of a communist society. These inequalities of labor under socialism 
flow from the following circumstances. 

Under socialism the opposition between city and country is under- 
mined, the fundamental opposition between the working class and 
peasantry is abolished. Nevertheless, some differences continue to exist 
between city and village, between industry and agriculture, between 
workers and peasants. These differences extend to the compensation 
for labor, inasmuch as the workers and employees receive a fixed wage 
—by the piece in the majority of cases—while the collective farmer is 
paid in work-days; also a part of his remuneration is paid in kind. In 
addition, the collective farmer does some auxiliary farming on his own. 

Again under socialism the deepest roots of the age-old opposition 
between intellectual and physical work are uprooted. Nevertheless, a 
distinction between physical and intellectual work still exists. Work 
of one category requires more training than that of another. In other 
words, there exist differences between skilled and unskilled work, and 
between work of various degrees of skill. One sort of occupation is 
better equipped technically than another; the level of mechanization 
and electrification of production is not uniform in different branches 
of production. 

All this signifies that the hour (or day) of work of one worker is not 
equal to the hour (or day) of another. As a result of this, the measure 
of labor and measure of consumption in a socialist society can be 
calculated only on the basis of the law of value. The calculation and 
comparison of various kinds of labor are not realized directly, by 
means of the “natural measure of labor’”—labor time—but indirectly 
by means of accounting and comparison of the products of labor, ol 
commodities. The labor of the members of socialist society produces 
commodities. These products of labor in a socialist economy are, on 
the one hand, use values, i.e., material goods needed for the satisfac- 
tion of various needs of society. On the other hand, the products of 
socialist labor have value. From this follows the utilization of such 
instruments as trade, money, etc., as tools of a planned socialist econ- 
omy. The products of socialist production reach the consumer in the 
course of trade, with the help of money. Wages of workers and em- 
ployees are paid in money. To a certain extent the work days of the 
collective farmers are also paid in money. Besides this they receive 


the 
lg 
| wh 

| 
pl 
| 
| 
| 


1944] TEACHING OF ECONOMICS IN THE SOVIET UNION 523 


money from the sale of a part of the products obtained by them as 
yyyment in kind for their work-days or from their auxiliary private 
‘arming. With their money income the workers buy commodities. 

The mistakes of the former teaching in denying the operation of the 
law of value in socialist society created insurmountable difficulties 
in explaining the existence under socialism of such categories as money, 
banks, credit, etc. The understanding of the rdéle and significance of 
the law of value under socialism makes it possible correctly to cast 
light upon all these problems, in a strictly logical interrelation, proceed- 
ing from the premise that under socialism too the law of value func- 
tions and, furthermore, evaluating the fundamental peculiarities under 
which it functions in socialism. 

In the planned socialist economy of the U.S.S.R. commodities are 
objects of purchase and scale. They have prices which are money 

pressions of their value. Hence the possibility at once arises that the 
price of an article will not coincide with its value. The bulk of the com- 
modities available for sale belongs to the state and its organs and also 
to coperatives. This also includes the entire production of the com- 
pletely socialist type of enterprise and that portion of the production 
of the social economy of the collective farmers and artisan codpera- 
tives, as well as of the personal auxiliary economy of collective farmers, 
of individual farmers and non-cooperative artisans, which accrues to 
the government and the codperatives through compulsory deliveries, 
payment in kind, purchases, etc. All this mass of commodities is sold 
at prices set by the state. However, a certain part of the commodities 
is sold on the unorganized market by individual citizens. This includes 
1 part of the products of the personal auxiliary economy of collective 
ind individual farmers and craftsmen, as well as that part of the pro- 
duction ye the socialized economy of the collective farms which is 
distributed in kind according to work-days and then is sold by the 

lective farmers on the market. As is known, these commodities are 
sold according to prices evolved by trading in the market. Thus in the 
Soviet economy there exist in fact two markets and two kinds of prices. 

Utilizing the law of value, the Soviet state sets as its goal the estab- 
lishment of commodity prices based on the socially-necessary costs of 
their production. The setting of prices takes into account the tasks of 
socialist accumulation as well as the tasks of raising the standard of 
living and the cultural level of the toiling masses. The social costs of 
Production serve as the starting point in the setting of prices. They 
include the entire sum of expenses incurred in the production of a 
commodity, i.e., the full value of the commodities produced in a social- 
ist enterprise. The prices of commodities are set with certain deviations 
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from their values, corresponding to the particular objectives of the 
Soviet state, and the quantity of commodities of various kinds which 
can be sold under the existing scale of production and the needs of 
society. 

A struggle goes on between the organized market, which is in the 
hands of the Soviet state, and the elemental forces of the unregulated 
market. In order to be the complete master over the market and to be 
able completely to dictate market prices, the Soviet state would have 
to have at its disposal enormous masses of commodities, enormous 
reserves of all sorts of goods. 

The fact that a commodity produced in a socialist society is, on the 
one hand, a use value and, on the other hand, a value, has an essential 
significance in a planned, socialist economy. 

The state’s national economic plan provides that each enterprise 
produce a definite quantity, i.e., definite use values. At the same time, 
execution of the plan requires a definite level of expenditure of labor 
and materials of production, i.e., it requires a definite value of pro- 
duction. The plan determines the production program of an enterprise 
according to natural and value indices, inasmuch as it deals both with 
use values and with the values of commodities. 

In Soviet society the type and quality of commodities are matters of 
State decisions and subject to strict state control. That applies to the 
use values of commodities which are products of socialist production. 
Of no lesser significance in a planned socialist economy is the value of 
commodities. 

Cost accounting, which is based on the conscious use of the law of 
value, is an indispensable method for the planned leadership of econ- 
omy under socialism. 

Socialist economic management is based on an accurate correlation 
of the expenditures of labor and materials on the one hand with the 
results of production on the other. Such a correlation is realized in 
every socialist enterprise. But comparison of the expenses of the firm 
in a given period with the whole mass of production for the same 
period presupposes reduction of both expenses and results of produc: 
tion to a single denominator. Such a common denominator exists: it is 
the value of the commodities. Cost accounting is based on the fact that 
expenses and results of production are carried on in value form, ‘/, 
are expressed in the form of definite sums of money. 

The value of a commodity in socialist society is determined not by 
the units of labor actually expended on its production, but by the quar 
tity of labor socially necessary for its production and reproduction. 
A strict observance of cost accounting is the means for the discovery 
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and eradication of every sort of superfluous, unproductive expendi- 
ture and loss, all kinds of mismanagement resulting in the reduction 
of production costs of the individual firm to a minimum. 

In socialist society the product of labor is a commodity; it has use 
value and value. This means that labor in socialist society has two 
aspects; on the one hand, concrete labor producing use value, and on 
the other hand, abstract labor, a definite portion of the aggregate labor 
expended on social production. 

But this dual character of labor is no longer linked with the con- 
tradiction between private and social labor which is characteristic of 
‘ommodity production on the basis of private property. The labor of 
individual workers engaged in socialist enterprises has a direct social 
character. Every useful expenditure of labor is directly rather than 
indirectly part of the social labor, since all social labor is organized 
according to plan on a national scale. Hence there is abolished that 
characteristic of commodity production by which labor spent on the 
production of useful objects may prove useless to society; labor which 
finds no social recognition because the commodity it produced remains 
unsold. Under the domination of private property, the producers of 
commodities, amidst innumerable deviations and disturbances, receive 
only on the average, during the process of exchange, reimbursement for 
expended labor. Under capitalism the right of the producer to property 
in the products of his labor is replaced, as a result of the force of the 
laws of capitalist production, by the right of the capitalist to appro- 
priate the product of alien, unpaid labor. In socialist society, all labor 
useful to society is rewarded by society. 

The commodity which is the product of socialist production no 
longer contains those contradictions which are inseparable from the 
commodity as a product of both small-scale commodity production and 
capitalist production, that is, the contradiction between use value and 
value, between private and social labor. In other words, it is no longer 
the bearer of those contradictions which, in their further development, 
inevitably lead to the rise of capitalist exploitation, crises, etc. 

Thus we see that there is no basis for considering that the law of 
value is abrogated in the socialist system of national economy. On the 
contrary, it functions under socialism but it functions in a transformed 
manner. Under capitalism the law of value acts as an elemental law of 
the market, inevitably linked with the destruction of productive forces, 
with crises, with anarchy in production. Under socialism it acts as a 
law consciously applied by the Soviet state under the conditions of the 
panned administration of the national economy, under the conditions 
of the development of an economy free from crises. The transforma- 
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tion in the function of the law of value in a planned, socialist economy 
is revealed, first of all, in this: that the law of value does not function 
through a chaotic distribution of social labor and the means of produc. 
tion among the various branches of production, i.e., in the production 
of different use values. In socialist society the distribution of money 
and labor power among the different branches of production is realized 
in a planned manner, in accordance with the basic tasks of socialis 
construction. These proportions and interrelations in which differen; 
branches of the national economy under socialist structure are de. 
veloped are basically distinguished from the proportions and inter. 
relations which were established by the chaotic force of the market in 
the conditions of capitalism. 

Further, the law of value under capitalism acts through the law of 
the average rate of profit, which loses significance under socialism, 
Under capitalism this law results in the collapse and, finally, in the 
liquidation of a firm that yields a lower profit than the average. The 
capitalists and their capital rush toward those branches of production 
where the rate of profit is high. 

In a socialist system the overwhelming majority of enterprises are 
national property, i.e., they belong to one master—the Soviet state. Thus 
the Soviet state can control production for the most fundamental inter- 
ests of socialism and does not have to bow to the law which makes 
impossible the development of a branch of production which at first 
must run at a loss or at least not yield a profit. 

For a long time our metallurgical plants operated at a loss. The 
Kirov plant at Makeev first showed a profit in 1935. The Magnitogorsk 


and Kuznets plants showed profit even later. For the initial period | 


metallurgy was subsidized by the state. If this country had had a 
bourgeois system instead of a Soviet system, we would still be without 
the backbone of any heavy industry. That means that when war came, 
we would have been an easy prey for the enemy. It is well-known 
that in Tsarist Russia metallurgy did not develop without subsidization 
from the Tsarist government. But despite this subsidization, metallurgy 
remained a weak link in the national economy. We broke the law of 
capitalism—the law of the average rate of profit. Capitalist profit has 
been liquidated and private property in the means of production has 
been abolished; the Soviet state created a powerful industrial base 
without which our country would have faced the enemy unarmed. 

This distinct character of the law of value under conditions of social- 
ism has tremendous significance not only theoretically but also prac- 
tically. 

The law of value will be overcome only in the highly developed stage 
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of communism when the productivity of labor will be so advanced and 
society will have at its disposal such an abundance of products that 
transition to the distribution of products according to needs will be- 
come possible. 

Thus we see that the law of value in a socialist economy is no longer 
an overriding force dominating social production, but social produc- 
tion proceeds according to plan. Further, in view of the domination of 
social property in the means of production, labor power, land, and the 
most important means of production (equipment of factories, plants, 
machine tractor stations, state farms, etc.) are no longer commodities 
ina socialist society. Land in the U.S.S.R. is appraised in money terms 


but it is not an object of purchase and sale. The other means of produc- 
tion have value which is expressed in money terms but they are not 
obiects of free purchase and sale. They move from a production enter- 
prise to a consumption enterprise and in this course are regulated by 
Soviet laws and national economic plans. Under the domination of 
private property in the means of production, operation of the law of 


value inevitably leads to the rise and development of capitalist ex- 
ploitation; in socialist society the rise of exploitation is blocked by 
the domination of socialist property in the means of production. 


There has been confusion in the previous practice of the teaching 
if political economy on the subject of the surplus product under social- 
ism. The teachers have often presented the matter as though the sur- 
plus product does not exist under socialism. This is, of course, entirely 
untrue. In the first volume of Capital (chap. 15), Marx makes the 
following remarks: 

Only by suppressing the capitalist form of production could the length of 
the working-day be reduced to the necessary labor-time. But, even in that 
ase, the latter would extend its limits. On the one hand, because the notion of 


means of subsistence”? would considerably expand, and the laborer would lay 
claim to an altogether different standard of life. On the other hand, because 
4 part of what is now surplus-labor, would then count as necessary labor; 


[mean the labor of forming a fund for reserve and accumulation.’® 


It is interesting to note that in the French edition of Capital the last 
sentence is translated thus:?° 
Meanwhile it is necessary not to forget that the part of the present surplus 


and 


ind precisely that part which is expended in the formation of a reserve fund 
and accumulation, would then be considered as necessary labor and that the 
present magnitude of necessary labor is limited only by the cost of the 
9 |. I, chap. 17, pp. 580-81.—Translator 

e article did not render this passage in French.—Translator 
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maintenance of the wage laboring class, doomed to produce the wealth of thes 
masters. 


Thus the thought of Marx is clear. It means that after the liquidation 
of exploitation of man by man surplus labor is as necessary for society 
as necessary labor. It does not in any way mean that there is then ny 
need for surplus labor which is directed to the satisfaction of such 
essential requirements of society as the formation of a social reserye 
fund and a fund of accumulation, which appear in Marx as example 
of the needs of society as a whole. Under the socialist system the sig. 
nificance of these not only does not decrease but actually increases. : 

Furthermore, in Volume III of Capital Marx directly points to the 
fact that after the transition to socialism the necessity for surplus labor 
and surplus product remains. Finally, the most detailed of all the 
analyses on this question is given by Marx in The Critique of the Gotha 
Programme. 

In exposing the reactionary-utopian views of the followers of Las. 
salle, Marx deals in detail with the slogan of the “full proceeds oj 
labor”—the Lassalle variant of the petty-bourgeois demand for the 
“right to the whole product of labor.” Marx demonstrated the error 
and absurdity of this demand by showing the composition and distribu- 
tion of the aggregate social product. Before we may proceed to the 
share of the individual in the aggregate social product, it is necessary 
to deduct: 

“Firstly, reimbursement for the replacement of the means of pro- 
ductions used up; 

“Secondly, an additional portion for the extension of production; 

“Thirdly, reserve or insurance funds to provide against misadven- 
tures, disturbances through natural events and so on” (Selected Works, 
Vol. II, 1940, p. 451).” 

After all these deductions, there remains, in the words of Mars, the 
residual part of the aggregate product which is designed to serve as 
means of consumption. But, before it goes into individual distribution, 
it is necessary to make a series of deductions from this part: 

“Firstly, the general costs of administration not appertaining (0 
production. 

“This proportion will of course be considerably lessened in com- 
parison with what it represents in society as it is at present and wil 
diminish in proportion to the development of the new society. 

“Secondly, what is destined for the satisfaction of communal needs, 
such as schools, health services, etc. 

“This proportion will of course increase in comparison with the 


™ The Critique of the Gotha Programme, p. 27.—Translator 
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| expenditure on the same objects in existing society and will grow in 
proportion to the development of the new society. 

“Thirdly, funds for those unable to work, etc., in short, what comes 
under the heading of so-called official poor relief today.’”” 

It is easy to see that all these deductions from the aggregate social 
product which Marx foresaw—with the exception of the part needed 
for the replacement of used means of production—can be covered only 
it the expense of the surplus labor of the members of socialist society. 

And in reality surplus labor (i.e., labor over and above that needed 
‘or the immediate satisfaction of personal needs of the toilers) must 
lways exist under every social system. In our country socialism de- 
stroyed the exploitation of man by man, it liquidated the appropriation 
{ surplus labor, surplus product and surplus value by parasitic ex- 
ploiting classes. Socialism in the U.S.S.R. exterminated the parasitic 
consumption of the non-working classes, which really was a plunder- 
ing of the fruits of the surplus labor of workers and peasants. But at 
the same time tasks of a gigantic scale confront socialist society, the 
solution of which is inconceivable without the expenditure of surplus 
labor by each worker, peasant and intellectual of the Soviet Union. 

Even under socialism a certain part of the product of social labor 
must be systematically diverted to purposes of accumulation. This is 
the most important condition for expanded reproduction, the necessity 
of which is dictated by the need to satisfy the incessantly rising de- 
mands of the toiling masses, as well as by the natural growth of the 
population. By means of the accumulation of a certain part of the 
aggregate social product, 7.e., a certain part of the annual surplus 
product of society, the gigantic construction of the U.S.S.R. has 
been realized. 

Furthermore, a fixed part of the surplus product goes to cover the 
current needs of society as a whole. It is sufficient to recall the sig- 
nificance to our fatherland of the expenditures made to strengthen the 
military might of the U.S.S.R. It was precisely the wise and far-seeing 
policy of the Soviet government, directed toward equipping the Red 
\rmy with indispensable modern military technique by creating in our 
country a powerful defense industry serving as the forge for this equip- 
ment, which saved our country in the year of its greatest trials. A 
certain portion of the surplus labor goes toward realization of such 
rights of the citizens of the U.S.S.R. as the right to education (the 
maintenance of schools, universities, libraries, etc.), the right to 
recreation (sanatoria, rest homes, etc.), the right to security in sick- 


ness and in old age (hospitals, pharmacies, old age homes, etc.). 


lbid Translator 
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It follows from the above that under socialism, the workers mys, 
by their own labor produce—above that which they receive for their 
personal needs—a certain surplus for the satisfaction of the needs oj 
society as a whole, i.e., a surplus product. The working class, as the 
leading force of society, cannot but concern itself with the satisfactio, 
of social needs. Therefore, even under a socialist system the workers 
must perform more work than is necessary to satisfy their immediate 
personal needs. This is especially clear and is sharply revealed in the 
conditions of the present war when the victory over the enemy is being 
forged behind the lines by the self-sacrificing labor of tens [of mil. 
lions] of Soviet patriots who came to the help of the Red Army. 

Thus, in a socialist society the surplus product is placed at the 
disposal of society as a whole for the satisfaction of all social needs 
and demands. In a socialist society, Lenin remarked, “the surly; 
product does not go to the property owning class, but to all workers 
and only to them” (Leninski Sbornik, T. XI, c. 382).” 


* Russian ed. of Lenin Miscellany, Vol. XI, p. 382.—Translator 
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A NEW REVISION OF MARXIAN ECONOMICS 


By Raya DUNAYEVSKAYA* 


article from Pod Znamenem Marxizma (Under the Banner of 
vism), which is published in this issue, appears to be merely a 
riticism of the old methods of teaching political economy in the “cur- 
ila and textbooks” of the higher Soviet schools. Actually it is no 
mere reproof of pedagogical error. Its raison d’étre is contained in 
argument that the law of value, in its Marxian interpretation, 
tions under “socialism.” This is a clear departure from the former 
economic doctrine which prevailed not merely in the schools but in the 
most authoritative and scholarly publications as well as throughout 
the Soviet press. That this treatise appears now is an indication of the 
ines along which Soviet political economy may be expected to de- 
velop in the post-war period. 

n observers who have carefully followed the development of 
¢ economy have long noted that the Soviet Union employs 
most every device conventionally associated with capitalism. Soviet 

s, cartels and combines, as well as the individual enterprises within 

e regulated according to strict principles of cost accounting. 
ri ' commodities are based upon total costs of production, in- 
luding wages, raw materials, administrative costs, amortization charges 
ind interest plus planned profit and the various taxes imposed as 
for the maintenance of the state. Essential to the operation 
{ Soviet industry are such devices as banks, secured credit, interest, 

bonds, bills, notes, insurance, and so on. As the present document ex- 
plains it, ‘denial of the law of value created insurmountable difficul- 
ties in explaining the existence of such categories under socialism.” 
he article, Some Questions of Teaching of Political Economy, con- 
at although the law of value operates in Russia, it functions 

inged form, that the Soviet state subordinates the law of value 
nsciously makes use of its mechanism in the interest of socialism. 

to show that the operation of the law of value is consistent 

e existence of socialism, the article cites those passages from 

tique of the Gotha Programme in which Marx states that 

socialist society, “as it emerges from capitalist society,” the laborer 


the 


r is a Russian economist who has specialized in the study of Marxian 
vho is now living in New York. 
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will receive in return for a given quantity of work the equivalent of 
such labor in means of consumption. The present authors reject, how- 
ever, the formula that flows from these passages, namely, that labor 
will be paid by “the natural measure of labor’: time. This, the docv- 
ment states, is not in consonance with the experience of Russia, where 
labor is highly differentiated according to degree of skill and as regards 
intellectual and physical differences. The authors therefore propose a 
new slogan: “distribution according to labor.” They consider that 
they have thus translated the law of value into a function of socialism, 
It should be noted that they thereby completely identify “distribution 
according to labor” with distribution according to value. 

There is incontrovertible evidence that there exists in Russia at 
present a sharp class differentiation based upon a division of function 
between the workers, on the one hand, and the managers of industry, 
millionaire kolkhozntki, political leaders and the intelligentsia in gen- 
eral, on the other. It is this which explains certain tendencies which 
began to appear after the initiation of the Five-Year Plans and have 
since become crystallized. The juridical manifestation of this trend 
culminated in 1936 in the abolition of the early Soviet constitution. The 
constitution which was adopted in its place legalized the existence of 
the intelligentsia as a special “group” in Soviet society. This distinction 
between the intelligentsia and the mass of workers found its economic 
expression in the formula: “From each according to his ability, to each 
according to his labor.” This formula should be compared with the 
traditional Marxist formula: “From each according to his ability, to 
each according to his need.” “Each according to his need”’ has always 
been considered a repudiation of the law of value. The document, how- 
ever, states that “distribution according to labor’ is to be effected 
through the instrumentality of money. This money is not script notes 
or some bookkeeping term but money as the price expression of value 
According to the authors, “. . . the measure of labor and measure of 
consumption in a socialist society can be calculated only on the basis 
of the law of value.” 

The whole significance of the article, therefore, turns upon whether 
it is possible to conceive of the law of value functioning in a socialis! 
society, that is, a non-exploitative society. 

Marx took over from classical political economy its exposition of the 
law of value in the sense that labor was the source of value, and 
socially-necessary labor time the common denominator governing the 
exchange of commodities. Marx, however, drew from this labor theory 
of value his theory of surplus value. He criticized classical political 
economy for mistaking the apparent equality reigning in the com- 
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modity market for an inherent equality. The laws of exchange, Marx 
contended, could give this appearance of equality only because value, 
which regulates exchange, is materialized human labor. When the 


labor are exchanged. But since one quantity is materialized in a 
product, money, and the other in a living person, the living person 
may be and is made to work beyond the time in which the labor pro- 
duced by him is materialized in the means of consumption necessary 
for his reproduction. To understand the nature of capitalist produc- 
tion, it is therefore necessary, Marx contended, to leave the sphere of 
exchange and enter the sphere of production. There it would be found 
that the dual nature of commodities—their use-value and value— 
merely reflects the dual nature of labor—concrete and abstract labor— 
embodied in them. For Marx the dual character of labor “is the pivot 
n which a clear comprehension of political economy turns.’” 

Marx called the labor process of capital the process of alienation. 
Abstract labor is alienated labor, labor estranged not merely from the 
product of its toil but also in regard to the very process of expenditure 
of its labor power. Once in the process of production, the labor power 
of the worker becomes as much a “component part” of capital as fixed 
machinery or constant capital, which is, again, the workers’ material- 
ized labor. According to Marx, Ricardo “sees only the quantitative 
determination of exchange value, that is, that it is equal to a definite 
quantity of labor time; but he forgets the qualitative determination, 

individual labor must by means of its alienation be presented in 
the form of abstract, universal, social labor.’” 

In its Marxian interpretation, therefore, the law of value entails the 

)f the concept of alienated or exploited labor and, as a consequence, 
oncept of surplus value. 

Hitherto all Marxists have recognized this fact. Hitherto Soviet 
political economy adhered to this interpretation. In 1935 Mr. A. 
Leontiev, one of the present editors of Pod Znamenem Marxisma, 
wrote: “The Marxian doctrine of surplus value is based, as we have 
seen, on his teaching of value. That is why it is important to keep 
the teaching of value free from all distortions because the theory of 
exploitation is built on it.”* And again: “It is perfectly clear that this 
division of labor into concrete and abstract labor exists only in com- 


Chicago, Kerr. 1909), Vol. I, p. 48. 
i Pribavochnoi Stoimosti, T. II, 2, c.183-84. (Theories of Surplus Value, Vol. II, 2, 


litical Economy, A Beginner's Course (New York, Internat. Publishers, 1935), p. 
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modity production. This dual nature of labor reveals the basic contra- 
diction of commodity production.”* 

The new article contradicts this theory and its past interpretation. 
It recognizes the existence in Russia of concrete and abstract labor but 
denies the contradiction inherent in the dual nature of labor. It recog- 
nizes the pivot upon which political economy turns, but denies the 
basis of exploitation which to all Marxists as well as to opponents of 
Marxism has hitherto been the essence of the Marxist analysis. This js 
the problem the article must solve. It is interesting to watch how this 
is done. 

In place of the class exploitation, which was the basis of the Marxist 
analysis, the new theoretical generalization proceeds from the empirical 
fact of the existence of the U. S. S. R., assumes socialism as irrevocably 
established, and then propounds certain “laws of a socialist society.” 
These are (1) the industrialization of the national economy, and (2) the 
collectivization of the nation’s agriculture. It must be stated here that 
both these laws are not laws at all. Laws are a description of economic 
behavior. The “laws” the article mentions are statements of fact. What 
follows the laws as a manifestation of the “objective necessity of a 
socialist society” —‘“distribution according to labor”—does partake of 
the character of a law. “Objective necessity,” it must be remarked, 
does not arise from the economic laws; the economic laws arise from 
objective necessity; it may, of course, manifest itself differently in the 
Soviet Union, but the manifestations the present authors cite are pre- 
cisely the ones that emanate from capitalist society. The document fails 
to make any logical connection between the new basis, “socialism,” 
and the law characteristic of capitalist production—the law of value. 
The implication that the state is really “for” the principle of paying 
labor according to needs, but is forced by objective necessity to pay 
according to value is precisely the core of the Marxist theory of value. 
The supreme manifestation of the Marxian interpretation of the law of 
value is that labor power, exactly as any other commodity, is paid at 
value, or receives only that which is socially necessary for its repro- 
duction. 

This startling reversal of Soviet political economy is neither adven- 
titious nor merely conciliatory. That is the real significance of the 
article. It is a theoretical justification of social distinctions enshrined 
in the Soviet constitution. That this elaborate theoretical justification 
is made is proof that the Russian people are being prepared for the 
continuance of a social relation which had no place in the conceptions 
of the founders of communism or the founders of the Soviet state. The 


*Ibid., p. 58. 


1944 


article 
but al 
in the 


ment 


he de 
the 
backw 
modit 
comm 
in the 
States 
ever | 
Engel: 
tion Cc 
Mr. L 
There 
Demo 
catego 
to bec 
sphere 
tionar 


indiss¢ 


pre duc 
tion.” 
in whi 
apy lic; 
prehen 
produc 


a criti 


= 


1944 DUNAYEVSKAYA: REVISION OF MARXIAN ECONOMICS 535 


article argues that the law of value has operated not only in capitalism 
but also has existed from time immemorial. As proof, its present existence 
in the Soviet Union is cited and a reference is made to Engels’s state- 
ment that the law of value has existed for some five to seven thousand 
years. Engels’s statement, however, is contained in an article in which 
he deals with the law of value only in so far as commodity prices reflect 
th ct value of commodities. The Marxian thesis is that the more 
backward the economy, the more exactly do prices of individual com- 
modities reflect value; the more advanced the economy, the more 
nmodity prices deviate; they then sell at prices of production though 

in the aggregate all prices are equal to all values. In that sense, Engels 
states, the law of value has operated for thousands of years; that is, 
ever since simple exchange and up to capitalist production.’ That 
Engels did not in any way depart from value as an exploitative rela- 
tion characteristic only of capitalist production can best be seen from 
Mr. Leontiev’s own preface to that little booklet, Engels on Capital. 
There the Soviet economist says: “Whereas at the hands of the Social- 
Democratic theoreticians of the epoch of the Second International, the 
; of value, money, surplus value, etc., have a fatal tendency 

me transformed into disembodied abstractions inhabiting the 

ere of exchange and far removed from the conditions of the revolu- 
nary struggle of the proletariat, Engels shows the most intimate, 
indissoluble connection these categories have with the relations between 
lasses in the process of material production, with the aggravation of 
ontradictions, with the inevitability of the proletarian revolu- 


Engels has written, is “a category characteristic only of com- 

modity production, and just as it did not exist prior to commodity 

tion, so will it disappear with the abolition of commodity produc- 

[t would be sheer absurdity, argued Engels, “to set up a society 

it last the producers control their products by the logical 

lication of an economic category (value) which is the most com- 

prehensive expression of the subjection of the producers by their own 

roduct.””* In the last theoretic writing we have from the pen of Marx, 

critique of A. Wagner’s Allgemeine oder theoretische Volkswirt- 

hajtslehre, Marx castigates “the presupposition that the theory of 
n Capital (New York, Internat. Publishers, 1937), p. 106. 


Varksa, pp. xi-xii. (Engels on Capital.) The English translation does not 
preface, issued by the Marx-Engels-Lenin Institute under the supervision of 
| Committee of the Russian Communist Party. 


wia Marksa-Engelsa, T. XXVII, ¢.408. (Works of Marx-Engels, Vol. X XVII, 


n Diihring’s Revolution in Science (New York, Internat. Publishers), p. 347. 
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value, developed for the explanation of bourgeois society, has validity 
for the ‘socialist state of Marx.’ ” 

In the opinion of this writer nothing in the article contradicts this 
firmly established co-existence of the law of value with capitaliy 
production. 


The radical change in theoretical interpretation that the article 
presents not unnaturally brings with it important methodological con. 
sequences. The authors propose that in the future the structure of 
Capital be not followed and state that the past textbooks which fd- 
lowed the structure violated the “historic principle.” Obviously, this 
is a very grave departure. Engels explains Marx’s rejection of the 
method of the “historical school” by the fact that history proceeded 
by jumps and zigzags and that, in order to see its inner coherence. it 
was necessary to abstract from the accidental. The structure of Mary’s 
Capital is a logical abstraction seen in its evolution and constantl) 
checked and rechecked and illustrated by historical development 
Marx’s dialectic method is deeply rooted in history. However, it 
utilizes history not as a chronological listing of events but “divested 
of its historic forms and fortuitous circumstances.”*° Thus the abstract 
method of Marx does not depart from the “historic principle.” On the 
contrary, the theoretical development of the commodity is in reality 
the historical development of society from a stage when the commodity 
first makes its appearance—the surplus of primitive communes—to its 
highest development, its “classic form” in capitalism. Where a com- 
modity existed accidentally or held a subordinate position as in primi- 
tive, slave or feudal societies, the social relations, whatever we may 
think of them, were at any rate clear. It is only under capitalism that 
these social relations assume “the fantastic form of a relation between 
thing.’”"* That is why Marx analyzes the commodity “at its ripest.” 
He is separating its theoretical potentialities from its historic starting 
point. Where Marx analyzes a commodity in order to discern the law 
of its development, the Soviet economists now merely proclaim the 
arrival of the commodity in a “socialist society.” 

Hence when the authors propose that the structure of Capital be not 
followed in the future, it is not because past Soviet textbooks, patterned 


* Arkhiv Marksa-Engelsa, T. V, ¢.59. (Archives of Marx-Engels, Vol. V, p. 5%, Ed 
Adoratsky.) 

” Frederick Engels on the Materialism and Dialectics of Marx, included in Ludwig 
Feuerbach and the Outcome of Classical German Philosophy (London, Martin Lawrence 
p. 99. 

" Capital, Vol. I, p. 83. 
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on it, violated the “historic principle.” It is because of their need to 
ivest the commodity of what Engels called “its particular distinctness” 
and to turn it into a classless, “general historic” phenomenon applicable 
to practically all societies. 

The ideas and methodology of the article are not accidental. They 

e the ideas and methodology of an “intelligentsia” concerned with 
the acquisition of “surplus products.” What is important is that this 
departure from “past teaching of political economy” actually mirrors 
| economic reality. The Soviet Union has entered the period of “applied 
economics.” Instead of theory, the article presents an administrative 
| formula for minimum costs and maximum production. It is the constitu- 


tion of Russia’s post-war economy. 
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PALESTINE: A PROBLEM IN ECONOMIC EVALUATION 
By ALFRED E. KAHN* 


I 


Economists have seldom been faced with the problem of appraising 
an individual country’s capacity for survival and growth. True, analysts 
have frequently advised prospective investors as to the safety and 
profitability of specific foreign investments, adducing evidence from 
the state of the debtor economies as a whole. But the evaluation of an 
entire operating economy, not simply as an investment for outside 
capitalists, but in terms of whether it is a “going venture,” and in an 
effort to ascertain what population it can eventually support without 
outside aid at given standards of living, this is a relatively novel prob- 
lem. 

It seldom occurred to observers to question on economic grounds 
the mass population movements and colonization ventures of the 
nineteenth and early twentieth centuries. The existence of large areas 
sparsely populated by any conceivable standards, the willingness o/ 
masses of people to migrate thereto, and the eagerness of investors to 
supply the necessary capital afforded little basis for criticism. The 
equally obvious returns to the countries whence came the people and 
capital, in the form of greater markets, greater returns on investments 
and higher levels of real income than could have been obtained in the 
absence of such developments, likewise seemed to render superfluous 
any independent external evaluation of these developments. 

The advantages of free international movements of men and capital 
are no longer considered so obvious. The objections which have been 
raised against them have been based, consciously or unconsciously, 
upon a species of evaluation of the current position and future 
potentialities of the economies concerned. Behind the strict immigrs- 
tion controls maintained by the United States and Australia, for ex 
ample, lies the assumption that these countries are nearing “over 
population,” that more immigrants could be accommodated only a 
the expense of the current level of real income of the present inhabit- 


ants. 


* Mr. Kahn was formerly with a private Commission on Palestine Surveys anc & * 
present associated with the Twentieth Century Fund Survey of Cartels and Monopoly. 
wishes to acknowledge with gratitude the detailed criticisms of Professor Myron W 
Watkins, who should, however, in no way be held responsible for the final product 
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fundamentally economic evaluations, underlying much of cur- 
it political thinking and practice, have seldom been the subject of 
rigorous investigation. The economist who seeks to judge the position 
economies with reference to their probable future evolution thus 
inds himself with little pr »cedent for his analysis. The present paper is 
case study in this relatively untrodden field. 
1930 the little country of Palestine, occupying an area only 
ghtly larger than that of the state of Massachusetts, has absorbed 
net immigration than any other country in the world, more, 
than the United States, Brazil, Canada, Argentina, and 
combined.* As the direct and indirect result of this huge 
ettlers, almost all of them Jews, Palestine now has nearly 
1 half times as many people as it had at the close of the 
World War, when it was freed from Turkish rule and opened for 
the building of a Jewish national home—a rate of increase unparalleled 
elsewhere during this period. While it has been the Jewish population 
which has risen most phenomenally, the expansion of the number of 
Arabs has likewise been extraordinary; indeed, in absolute terms it 
has exceeded the Jewish.’ There is no doubt that the particularly rapid 
mic development of Palestine since 1918, which has made pos- 
rise of the indigenous population, has been the result primarily 
influx of Jewish people and capital. 
extraordinary results of the efforts expended in economic 
ent have not dissipated the uncertainty which has always 
oncerning the economic feasibility of large-scale settlement in 
There has been endless dispute concerning the available 
ible area” and “economic absorptive capacity” of the country. 
rticularly great cause for concern is found in the fact that Jewish 
zation has always required considerable amounts of foreign 
ital, most of which has not come as a result of the usual economic 
itions. The question is therefore often asked whether this 
tion has been and must remain a “philanthropic” venture. 

» present paper attempts in so far as possible to resolve the 
ue of the “solvency” of the Jewish economy in Palestine, 
nd prospective. Solvency is construed as the eventual ability 

rvive and expand without need for a continued appreciable inflow 

1939, inclusive, the net immigration of aliens into Palestine was 228,000 

intries named it was, roughly, 207,000. 

pulation, reckoned at about 55,000 in 1918 (Palestine Royal Commis- 
may be estimated at 550,000 today. The latest available official esti- 

ber, 1942, is only 482,000, but recent Zionist estimates run as high as 


Jewish population was estimated at 583,000 in 1919 (ibid., p. 156), and 
ptember, 1942. 


ng 
STs 
7) 
all 
‘ 
1p 
{ 
as 
he 


540 THE AMERICAN ECONOMIC REVIEW | SEPTEMBER 


of capital from abroad motivated by other considerations than the 
objective calculation of financial advantage. 


II 


The first clue to the solvency of an economy may be found in the 
summary of its transactions with the rest of the world, in particular 
the extent to which it employs foreign capital and is as a result bur. 
dened with external financial obligations. The inflow of capital into 
Palestine, virtually all of it directly attributable to Jewish reconstruc. 
tion, had by 1940 probably amounted to £125,000,000, and possibly 
to more*—a huge sum for so small a country. However, the funds have 
consisted primarily of personal resources brought in by the immigrants 
themselves. According to a private and admittedly rough estimate, such 
funds constituted no less than £75,000,000 of a total capital import of 
£122,000,000 in the period 1922-39. An additional £25,000,000 has 
consisted of Jewish National Funds, the organized contributions oj 
Jews all over the world to the building of the National Home. Finally, 
there have been other remittances and contributions. In contrast with 
the experience of most debtor countries, sales of securities and other 
financial and direct investments have thus constituted only a relatively 
small portion of the total.‘ 

Because of the peculiar nature of the capital inflow, Palestine’s 
balance of payments shows one startling difference from those of other 
debtor countries. In 1936, it would appear, her total outpayments of 
interest and dividends (including governmental) amounted to only 
about one per cent (say, £800,000) of the cumulative capital import 
up to that time (roughly £80,000,000). Moreover, receipts from foreign 
investments (again including those on government account) were just 
about as large as outpayments, so that the country actually had no net 
burden of obligations on this account—an enviable position fer a heavy 
“debtor’’!® 

The vehicle for this heavy import of capital has been the huge, 
persistent, passive trade balance, the largest, per capita, in the world 

*The various estimates available show great variation. See Rita Hinden, “Palestine and 
Colonial Economic Development,” The Political Quarterly, Jan.-Mar., 1942, p. 
Economic Research Institute of the Jewish Agency for Palestine (hereinafter referred to 
as the Econ. Research Inst.), Bulletin, Vol. 7, p. 9 (1943). The above figure is the ¢st- 
mate of Dr. Josef Cohn, of the Jewish Agency, and seems the most reliable. 

*See W. Dusterwald, “Foreign Investments in Palestine,’ Palnews Economic Annual 0! 
Palestine (hereinafter Palnews), 1937, pp. 172-78. 

* See estimates by Dr. Ludwig Gruenbaum, “Palestine’s Balance of Payments,” Palnews, 


1938, pp. 96-104. 
*See comparisons for 1935, the year of heaviest capital inflow, and 1936, by Horowit 
and Hinden, Economic Survey of Palestine (Tel-Aviv, Econ. Research Inst., 1938), p. 
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[he causal relationship between these heavy concomitant net inflows 
f capital and goods is crucial in our evaluation. Either of two extreme 
interpretations is possible. A heavy passive trade balance may be 
indicative of a basic ineradicable weakness of local industry and agri- 
culture, an inability to compete either in the domestic or in foreign 
markets. In this event, the heavy inflows of capital, which were clearly 
neither induced nor sustained primarily by strictly businesslike invest- 
ment calculations, may be viewed as a fortuitous stopgap, temporarily 
supporting a level of income and of population within the debtor area 
which will not be supportable when the capital flow ceases. The other 
possible interpretation is that the passive trade balance has been simply 
the result and medium of the capital inflow, and hence offers no basis 
for presuming any basic deficiency of Palestine’s economy. 

The evidence of the balance of payments seems definitely to support 
the latter interpretation. First of all, it is obvious that the extreme and 
closely correlated cyclical fluctuations in the trade balance and capital 
imports could not conceivably have resulted from corresponding year- 
by-year alterations in the basic competitive position of the Palestinian 
producers.’ This does not dispose of the possibility of a persistent 
and underlying weakness, keeping the trade balance too high through- 
out. However, the latter thesis may be tested, for in this event the 
balance of payments as a whole would likewise have been persistently 
weak, a disequilibrium which would have been mirrored in loss of ster- 
ling reserves and monetary constriction.* 

On the contrary, Palestine’s position has been characterized for the 
most part by monetary ease and financial strength. The Currency 
Reserve Fund (consisting almost exclusively of Empire securities and 
deposits with London banks) expanded three- to fourfold between 
March 31, 1929, and March 31, 1936; a similar increase in bank de- 
posits and money in circulation would have been impossible in an econ- 
omy so closely attuned to its international transactions had the balance 
of payments been in disequilibrium. There is some evidence of strin- 
gency after 1935, when the inflow of immigrants and capital fell off rap- 


the estimates of capital import in the table below, and the official trade 
jurse, this comparison would prove nothing were the estimates of capital 
rom the trade figures. This, however, is understood not to be the case. 


f gold, amounting to no less than £P 2,305,000 on balance in the period 
no indication of balance of payments disequilibrium in a country on a 
urd. The exports were concentrated in the years 1931-34, when they totaled 
net. This was gold attracted from local boards by the higher price resulting 
m the depreciation of sterling. This interpretation is supported by a study of Palestine’s 
me in 1936, which attributes the gold sales in that year exclusively to the 
Dr. Ludwig Gruenbaum, National Income and Outlay in Palestine 1936 

Econ. Research Inst. 1941), p. 54. 
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idly. Currency in circulation and bank deposits diminished moderately. 
The corresponding decline of the Currency Reserve Fund and in the net 
foreign assets of Palestine banks would seem to indicate that the 
supply of foreign exchange fell short of the demand. 

That a sudden decrease of capital imports should have produced 
temporary difficulties in an economy so cempletely dependent upon 
heavy injections of purchasing power from abroad was of course in- 
evitable. In any event, a slight recovery of capital imports in 1938. 
even though to a level only slightly more than half the 1935 peak (see 
table on page 544), brought a simultaneous recovery of monetary cir- 
culation,’ total deposits, Currency Board reserves, and the net foreign 
assets of the banks, all signs of balance of payments adjustment. 

The balance of payments thus shows that the preponderant influence 
thus far has been the inflow of capital. Moreover, the capital inflows 
could in no sense have been the direct or indirect result of the passive 
balance of trade. These immigrant funds and foreign contributions 
were not attracted by high interest rates; nor were they imported in 
order to purchase foreign goods or to repay obligations incurred in 
heavy antecedent imports. The capital obviously came before the goods. 
Even in the case of German immigrants, who were permitted to take 
their funds only in the form of German products, the first motive 
clearly was to salvage as much of their resources as possible. 

It would be possible, by a study of the commodity distribution of 
Palestine’s imports, to obtain an indication of how this capital was 
transferred. It is not possible by this means, however, to obtain what 
we really desire, an evaluation of the expenditure of imported capital, 
from the point of view of whether it was employed to make the maxi- 
mum contribution to national productivity and capacity for absorbing 
immigrants. It is frequently assumed that such an indication may be 
found in the extent to which the capital was imported in the form of 
investment goods. Any attempt to apply this criterion first meets in- doct 
superable problems of definition.’® Secondly, it ignores the fact that turn 
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*The fluctuations in currency circulation from 1935 to 1939 mirrored largely periodi 
waves of hoarding induced by the political uncertainties of these years. The ability ot 
Palestine to expand circulation (backed by sterling) was nevertheless an evidence o! 
balance of payments strength. 


The major problem arises in the classification of imports of consumer durables and o! 
their raw materials. The purchase of automobiles and building materials for the provision 
of more than the irreducible minimum of housing and transportation facilities represents 
something less than the most productive utilization of capital, from the point of view o! 
national solvency. See p. 547, below. It is manifestly impossible to distinguish these use 
in the trade statistics. : 

A second, and related, problem arises over the place of raw material imports. If for 
use in real investment, or to increase inventories, they may represent a productive 
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mere physical production or acquisition of instrumental equipment need 
not involve a productive utilization of funds. Since many of the Ger- 
man refugees in particular who flocked to Palestine had little choice 
of the material form in which they might salvage their savings, it can- 
doubted that often the investment goods which they brought 
lid not represent the ideal utilization of capital. Most important, how- 
ever, is the fact that imported capital may be used either to purchase 
foreign machinery or to pay for domestic labor and materials employed 
in domestic investment activities. A priori there is nothing to choose 
between these alternative utilizations, even though in the first case the 
apital will come in the form of capital goods and in the latter, largely 
onsumption goods purchased by bricklayers, quarry workers, and 
cement factory employees. 
[he cyclical fluctuations in Palestine’s imports of both investment 
nd consumption goods coincided, although the movements of the for- 
r group were far more extreme. Immigration, capital import, and 
estic investment activity, all closely related, set the pace of income 
creation within the country, and commodity imports of all kinds re- 
sponded. The resultant fluctuations in the trade balance are, therefore, 
ly not to be explained by sudden changes in the basic com- 


position of local producers or in the tastes of the population; 
anation is to be found in the fluctuations of income locally rela- 
incomes in the rest of the world, and these resulted primarily 
hanges in the flow of capital. 
he problem of assessing the expenditure of imported capital there- 
remains. In the following section, this problem is attacked directly. 


evaluation of the “solvency” of any economic venture, op- 

cost would appear to be an indispensable criterion. This 
doctrine implies an economic value judgment: the equalization of re- 
the margin ensured by the requirement that capital and labor 
in whatever lines be paid a going return tends to bring about 

im allocation of factors of production throughout the world 

nomy. It may therefore be held that the capital invested and labor 
mployed in Palestine must yield what they could have yielded else- 
vhere in order for this venture to be considered economically justified. 
it is neither useful nor fair to judge the Jewish economy in 


rn 


tal. But the steady flow of raw materials regularly consumed in current 
of course be paid for out of current revenue. These various purposes can 
listinguished. 


‘ 
n 

e 

3 

e 

1S 

il 
S 

et 
t 
Tl 

| { 
ul, 

1. 

n 

ve 

3 


THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


Palestine on this basis. Neither its capital nor its immigrants were 
attracted primarily by economic incentives. 

As we have seen, perhaps 60 per cent of the total capital imported 
into Palestine was brought in by the immigrants themselves. Roughly 
20 per cent more was the free contribution of the outside world. None 
of this capital imposed an obligation upon the country to pay interes 
or dividends, or indeed eventually to repay any debt, to outsiders. The 
mere lack of legal obligation need not of course invalidate the applica- 
tion of the criterion of opportunity cost. It is, however, difficult to see 


Capital IMPORTS AND INVESTMENT IN PALESTINE IN £P 000 


Items | 1932 | 1933 | 1934 | 1985 | 1936 | 1937] 1938 | Total» 


esate of land from non- 
Jews | 149 850 
Agriculture and citriculture| 1190 | 1400 
Construction | 1094 | 2900 | 
Industry and handicraft 240 | 650 | 500) "300 20.0 


Transport, commerce, etc./| 260 | 200 200) — 2) 100/| 


Total | 2033 | 6000 |10,000 |11,000| 6500| 5500} 4500 (46,433 100.0 
Capital Import — | 6000 |10,000 |12,000; 7000, 5000 7000 | — 


Source: Adapted from Horowitz and Hinden, Economic Survey of Palestine (Tel-Aviv 
Econ. Research Inst., 1938), p. 13; “Capital Imports and Investments in 1938,” Palestine 
Review, Vol. 4 (July 28, 1939), p. 235; Econ. Research Inst., “Industry in Palestine—Achieve- 
ments and Possibilities” (mimeo., 1941), p. 8. 

* The following estimates have been made of the total investments of “the Jewish sector 
of Palestine” for the entire period 1921-1940, excluding land purchases and communications 
Figures are in £P millions: 

Construction 
Farms 
Industry 
Commercial 


Total 


Source: Alfred Bonné, The Economic Development of the Middle East (Jerusalem, ! 
Research Inst., 1943), p. 74. 


the relevance of such an analysis. The Jewish settlers in Palestine did 
not always have or desire alternative opportunities for productive in- 
vestment. The capital-owning immigrants chose for personal reasons 
to set themselves up in former or new occupations, and to build their 
own houses, whether or not they could in this way earn a maximum 
return on their own capital. Foreign philanthropists offered their sav- 
ings for the purchase and reclamation of land, for building schools and 
hospitals. If the compensations of such choices were considered sul 
cient by these investors to offset opportunity cost, or any “time 
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preference” they may have felt, the economist may not gainsay the 
wisdom of the decisions on exclusively financial grounds. 

In the present paper, we are not interested in whether the world’s 
total income might have been greater if the Jews had not been driven 
to Palestine, or whether they can pay a going return on labor and 
capital, as ends in themselves. The ability to pay 6 per cent on capital 
is not necessarily indispensable to national survival or national 
‘solvency,’ as we employ the terms. All that is indispensable, if the 
people are not to suffer at least a decline in real income, is that the 
physical equipment which their capital has been used to acquire or 
produce be maintained out of current revenues. 

The table on page 544 presents a rough estimate of the ways in which 
the Jews have invested their capital in Palestine. It is clear that virtu- 
ally all the investment has been financed out of savings brought in from 
abroad. There have been heavy drains upon these incoming funds. 
Some of the drains are typical and inevitable concomitants of all large- 
scale colonial developments. Others are attributable to the peculiar 
drawbacks of this particular venture. 

Palestine’s greatest drawback is the lack of any appreciable areas 
vf free, unsettled, and readily cultivable land. Land prices have soared 
because of the insistent demands of the Jewish settlers, causing a con- 
siderable depletion of Jewish capital.* Various sources indicate that the 
average price which the Jewish Funds (through which the bulk of the 
land has been purchased) have had to pay for unimproved agricultural 
; land in the plains, in areas far from cities, exclusive of special compen- 
sation to Arab squatters, has been about $140-$160 per acre.’* Com- 
parison with the prices of land in other countries of course involves 
| gross oversimplification, but it shows unmistakably how handicapped 

was Jewish colonization. The price of land in the Yuma, Arizona, prs}- 
ect of the U. S. Federal Bureau of Reclamation, where climatic and 
soil conditions are closely comparable with those in Palestine, is $32 


braham Granovsky, Land Policy in Palestine (New York, Bloch, 1940), pp. 


to the extent that payments were made to Arabs did the Jewish com- 
s a whole suffer a net loss of capital. Jews were likewise guilty of purchasing 
esale. However, to the extent that the Jews held land out of use, the viatil'ty 
s a whole was undoubtedly impaired, for such land might meanwhite bh. 7e 
ely employed. And to the extent that Jewish speculators used their profits 
the community as a whole suffered a diversion of its capital from pro- 
tment. 
were enormous variations between different individual transactions, atid it is 
tain a definite, generally accepted estimate; however, this figure may be 
én as lairly representative. See among others G. Muenzner and E. Kahn, Jewish 
“abour Economy in Action (Jerusalem, Econ. Research Inst., 1943), pp. 8, 23; Econ. 
Research Inst. Bulletin, Vol. 6, p. 39 (1942). 
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per unimproved but irrigable acre.’* Prices on other American irrigation 
projects are as low as $5-$15 per acre. 

Another important use of Jewish capital that represented, in part, a 
“dissipation” thereof attributable to the peculiar character of the 
Palestine venture was the heavy expenditure by the National Funds 
for social services—education and technical training, health services, 
public works, financial assistance to immigrants, and the like. The 
quality of the schools, hospitals, and health and other services with 
which the Jewish agencies have endowed Palestine have all been in 
keeping with the loftiness of their aims. 

While the distribution of free contributions to the National Home 
had no need to be guided by considerations of financial gain, it may 
still be argued that some of these heavy expenditures were in a sense 
economically unfortunate. In a growing economy, where capital is 
scarce, a high propensity to consume is an obstacle to the attainment 
of the maximum rate of growth and absorption of new settlers. These 
services were in part a species of consumption. Moreover, the govern- 
ment of Palestine was financially capable of supplying many of them." 
The solvency of the National Home might well have been enhanced by 
an appropriate fiscal policy, cutting into consumption and supplying 
minimal social services with the proceeds, which would have freed more 
of the national capital funds for productive investment. 

As the table on page 544 indicates, roughly one-half of all Palestine’s 
capital imports have gone into building. By far the greater portion 
of this has been for housing. All observers agree that the physical 
fruits of this investment have not been commensurate with the expendi- 
tures. The insistent demands of the unorganized incoming settlers, and 
the resultant feverish tempo of building activity during peak years of 
immigration inflated costs enormously. Severe periodic shortages of 
labor and strong unions made building wage rates the highest in the 
country. Moreover, the quality of the industry’s performance was 
generally poor, particularly at the outset, due to its typically small-scale 
organization and the fact that most of the workers were relatively new 


"U. S. Department of Interior, Bureau of Reclamation, “Yuma Federal Reclamation 
Project” (1936), p. 20. 

“The Treasury showed a net surplus of £P 4,425,000, or almost 6 per cent of total 
revenue, in the period 1920-41. The government did in fact make appreciable expenditures 
for social services, from tax receipts raised primarily by levies on the Jewish economy 
But, as it freely admitted, the Arabs were the principal beneficiaries; the Jews being 
provided for by their National Funds, the Arabs’ needs were deemed relatively greater, 
as indeed they were. See Palestine Royal Commission, Report, pp. 128-29, 310-17, 3 
Gruenbaum, op. cit., pp. 36, 61, 64, 104. 
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immigrants themselves, with little previous experience in this exacting 
work. 
The construction of houses increases national wealth, and gives rise 
‘o consumer satisfactions over a period of time. Nevertheless, it is a 
form of consumption. Houses do not support workers in productive 
operations, or raise their productivity. They do not create the vendable 
goods or services which maintain intact the value of the investments 
which they represent; their depreciation and obsolescence must be pro- 
vided out of income derived from other sources. While this is not true 
jor the individual house-owner who rents it out, it remains true from the 
int of view of the economy as a whole. From the point of view of 
atic ae solvency, therefore, any such expenditures over and above the 
ovision of the bare essentials are unfortunate. Despite the fact that 
standards in Palestine remain very inadequate by Western 
it cannot be doubted that the heavy expenditures for hous- 
olved a considerable “dissipation” of capital. Here as in the ex- 
nditures for social services is indicated the difficulty of engaging in 
lor izing venture by the import of labor accustomed to a standard 
high by colonial standards. 
may be concluded from the preceding discussion that the Jewish 
pital which has flowed into Palestine has in large measure been dis- 
ipated. This is not to say that it has been used simply to sustain con- 
ption at levels higher than justified by earnings. The predominant 
rtion has been invested productively, in a physical sense.*’ Never- 
less, it has not been employed as productively as might have been 
or as might have been the case in earlier colonial ventures in 
ountries, where conditions were more propitious from the purely 
and political point of view.” 


Research Inst., Housing in Jewish Palestine (1938), pp. 144-94; Horowitz 
p. cit., pp. 116, 196; “Palestine and the Investor,” Economist, Vol. 121 


Research Inst., Housing in Jewish Palestine, passim 

’s careful national income estimates for 1936 show that net dissavings by 

nomy amounted only to £P 98,000 in that year, whereas the net increase 
nounted to no less than £P 8,327,000. The net increment to purchasing 
tal imports of £P 8,425,000 was thus in only very small measure actually 
ellent showing considering that many of the immigrants could not pos- 
| their way in 1936. National Income, pp. 12-18. 

baum’s estimates of wealth creation include the heavy investment in 
id, at their inflated costs. This is unavoidable, but it hides the fact that 
estment was a form of consumption of capital, from the national point 

hat the actual amount of shelter and soil obtained was relatively small for 

tary coat 

paper does not attempt to discuss the complicated political issues sur- 
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The predominant portion of the capital which has poured int, 
Palestine, it should be repeated, has belonged to the people who used 
it; and much or most of the remainder was the gift of the outside 
world. Such capital employed in the purchase of unimproved land does 
not have to yield a net return for the farmer to be solvent, by Wester 
standards, so long as the original fertility of the soil is maintained. The 
specific investments having been made, the costs may be ignored, from 
the point of view of national solvency. The schools, hospitals, homes. 
and farms which they provided are in the nature of an outright gift, 
a permanent unburdened contribution to the foundation for a solvent 
economy. 

The task remains of assessing the solvency of this economy. The 
partial dissipation of Jewish capital has diminished the size of its cop- 


tribution to a stable economy. The crucial question is whether this | 


diminution has jeopardized national chances for survival. 


IV 


The fundamental determinant of whether or not, or how well, a 
society can survive is its productivity. If a unit of local labor ultimately 
proves incapable of the same output as in other countries, after pay- 
ment of inescapable capital charges, its real income must remain 
lower than that of foreign labor. Capital, if productively invested, will 
permanently raise this productivity; to the extent that it imposes no 
external charges, the net contribution to real income is further increased. 
The ultimate cessation of capital inflow, which seems as inevitable in 
the case of Palestine as in that of other debtor countries,’* must leave 
the Jewish economy capable of producing and selling, whether to its 
own consumers or to outsiders, at prices equivalent to world prices; 
otherwise, some diminution of real income is inevitable. Thus the best test 
of the productivity of the Jewish producers and, hence, of the viability 
of the entire economy is their present and prospective ability to compete 
in the world market. 

The acid test of the market indicated unmistakably, during the 
1930’s, that large segments of Jewish industry and agriculture were 
having difficulty in competing at home and abroad. Jewish vegetables, 
dairy and poultry products were more expensive than the native Arab 
and foreign produce. Cereals and meats were imported in large quant- 


rounding Jewish settlement in Palestine. It must be pointed out, however, that active 
governmental assistance—e.g., in controlling land speculation—would have gone far \ 
assure the success of Jewish colonization. 

” Palestine may hope for a more or less permanent inflow of certain remittances, be- 
cause of its peculiar cultural and religious position. But the preponderant inflow has been 
on capital account, and this cannot continue indefinitely. 
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ties, and there was no prospect of adequate domestic production. The 
strength and pervasiveness of protectionist sentiment among supporters 
of industrialization, the complaints against “cheap” foreign labor, and 
the slow progress of manufactured exports” all seemed to indicate a 
similar difficulty in industry. 

In large measure, natural limitations have been to blame for these 
difficulties. Industry has doubtless been retarded by the lack of local 
supplies of coal, metals, wood, and textiles fibres. Agriculture suffers 
from Palestine’s lack of great areas of cheap cultivable land and 
fadequate year-round rainfall. Although irrigation and reclamation 
projects and other ameliorative measures can and have overcome these 
deficiencies, such measures inflate costs. Cereal cultivation thus is not 
considered economical in intensive irrigation farming. Livestock re- 
quire grazing space, which Palestine cannot offer; this lack of pasture 
has necessitated purchase of expensive foreign concentrate feeds, which 
have increased the costs of Jewish dairy and poultry products.” 

In the circumstances, Jewish labor costs appear to have been bur- 
densome. Jewish farmers have had difficulty in competing with fami- 
lies of indigenous cultivators who subsist at a level of living which the 
Jews consider intolerable. Partly because of the efforts of what is, prob- 
ably, relatively the strongest independent labor organization in the 
world,” industrial wage rates have been high compared not only with 
those of the local Arabs** and of workers in other oriental debtor 
areas, but also with those of labor in large sections of Europe, although 
of course much lower than those prevailing among the great and rela- 


* Palestine’s exports of manufactures amounted to only £P 559,000 in 1937 and £P 765,000 
] th record levels; these may be compared with total imports of manufactures 
» £P 10,090,000 in 1937 and £P 9,362,000 in 1939, and with a gross output 
ndustry alone of £9,109,000 in 1937 and considerably more in 1939. 
)ther hand, the steady increase in production by truly infant industries for a 
wrotected domestic market, subject to extreme competition from abroad, was 
ymplishment. The above generalizations do not pretend to be a thorough or 
1 evaluation of the record of the Jewish economy. 
> I, Elazari-Volcani, Planned Mixed Farming (Rehovoth, 1938), pp. 25, 35, 89, 
z and Hinden, op. cit., pp. 56-58; Palestine, Department of Agriculture 
{nnual Reports: for the year ending March 31, 1938, p. 38; year ending 
1939, pp. 13-14. 
‘he General Federation of Labor, the Histadrut, had a membership in 1942 em- 
me-fourth of the total Jewish population, and about 73% of the Jewish working 
ation. Muenzner and Kahn, of. cit., p. 1, and passim; see also Abraham Revusky, 
‘adrut (New York, League of Labor Palestine, 1938). 
t has been possible to have, in effect, separate wage levels for Jews and Arabs partly 
i the strong Jewish unions, which have had relatively little success in organizing 
y because of the understandable tendency of the Jewish economy to offer 
. primarily to Jews, although there are many exceptions in this regard, and 
‘rly because of the superior productivity of the Jewish worker. 
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tively underpopulated areas of North America and Oceania and in th, 
advanced economies of western and northern Europe.” In view of the 
heavy concomitant inflow of capital which was not attracted by the 
usual economic inducements, it is quite possible that these wages may 
have been temporarily supported by consumption of the incoming 
capital, and may prove uneconomic in the long run. 

One major exception to these generalizations deserves brief mep. 
tion. In 1937 no less than 60 per cent of the total value of Jewis, 
agricultural output consisted of citrus fruits, over 95 per cent of which 
were sold abroad.” Citrus exports increased from £P 556,000 in 1929 
to £P 4,327,000 in 1937. The growth of this specialized export trade 
has been, in terms of the value of its product, probably the most in. 
portant single accomplishment of Jewish development in Palestine thy; 
far. Financed almost exclusively by private capital, it has prospered 
and paid returns on the investment. The keys to this success have been 
excellent conditions of soil and climate (neither here nor in California 
has the need for irrigation proved a decisive handicap) and a mana- 
gerial efficiency declared by many observers to be the equal of that 
anywhere else in the world. 

Evidences of competitive difficulties are not a conclusive proof of 
permanent disability. A relative rise of domestic prices and costs con- 
pared with prices and costs abroad is of course an almost invariable 
counterpart of heavy capital inflow. As a result, domestic producers 
suffer disadvantages in competition with outsiders, exports lag, and 
imports soar. It was thus not an abnormal phenomenon that Palestine’s 
costs and prices were high during the 1930’s, that her producers were 
too young and preoccupied with the insistent needs of the home mar- 
ket, which they were usually unable to supply adequately, to be able 
to spare goods for outsiders. Only in the citrus trade, whose output 
was determined largely by tree-plantings many years in advance, and 
whose sales were almost exclusively in foreign markets, did exporis 
rise continuously and rapidly.” 

The successful fruition of a large-scale colonial venture requires 
time as well as capital. Indeed it is in large measure because it requires 
the one that it also requires the other. This has been particularly true 
in the case of Palestine. A people who had by force of laws and ancient 

“See Palestine, Report of the Wages Committee, 1943, pp. 9, 47; Palestine, Statstc 
Office, “Real Wage Statistics Bulletin,” 1939; Horowitz ond Hinden, op. cit., pp. 194-% 

* Econ. Research Inst., Bulletin, Vol. 2 (1938), pp. 94-95. 


” Professor Viner has noted precisely the same phenomenen in the experience of Canada 
in the period 1900-13, both the weakness of exports in general and the strength of a ‘ev 
exceptional exports. Canada’s Balance of International Indebtedness 1900-1913 (Cam 
bridge, Harvard Univ., 1924), p. 274. 
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ystom been confined to urban living and commercial pursuits desired 
to rehabilitate themselves along rural and industrial lines. An extraor- 
jinarily high percentage of Jewish workers and entrepreneurs entered 
upon new and unfamiliar trades in their new home.** The formal train- 
ing of immigrants for new occupations and their attainment of tech- 
nical proficiency all take time. The expenses of shifting and retraining 
them, of supporting what is generally considered a decent wage struc- 
ture, part of which may, at least temporarily, not be justified eco- 
nomically, the losses on uneconomic investments—these are all proper 
charges against the capital “invested” in building the Jewish National 
Home. Since most of the capital has demanded no return, Palestine’s 
solvency has not been jeopardized by these charges. 

In any event, the majority of these initial costs are by their nature 
nonrecurrent. Succeeding generations may learn by apprenticeship, or 


@ in educational institutions supported out of current revenue. A skilled 


labor supply, a fund of technicians and managers, and an efficient or- 
ganization, once constituted, are in large measure self-perpetuating. It 


Bis the initial production which is costly. The fact that the Jews have 


been able to expend great efforts on schools, training programs, ex- 
periment stations, and laboratories, is in itself the best possible guar- 
antee of success. 

The sudden cessation of capital imports and immigration, after a 
particularly ebullient period of development, provides a severe test of 
the ability of an economy to survive. There is reason to believe that a 
reaction to the boom conditions of 1933 to 1935 would in any case 
have occurred in Palestine. The drastic reduction in imports of men 
and capital** and the economic dislocation caused by the Italian in- 
vasion of Ethiopia, by the Arab insurgence which persisted from 1936 
to 1939, by the political uncertainties culminating in 1939 in the White 
Paper and the war, all made the decline in economic activity precipitate 
and prolonged, and made the necessary adjustments the more difficult. 
As the table shows, investment activity slumped. The building industry 
sulfered most severely, the deflationary effects spread through the 
economy, and unemployment appeared in the cities. 

A depression which is largely attributable to political unrest and to a 
rapid decline in immigration and capital import does not, per se, prove 
that an economy is “insolvent.” What is required is an analysis of that 


An inquiry about 1937 showed that between 40 per cent and 98 per cent of the 
Jewish \ rkers in the various occupations had learned their current trade after coming to 
Falestine. Dr. Erwin Wittkowski, “The Development of Industry in 1937,” Palnews, 
"See the table above. Net immigration declined from 63,500 in 1935 to 30,600 in 1936 
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depression, to see to what extent the economy was able to make the 
adjustments necessary to survival and continued growth. 

Daily wage rates of Jewish labor, which had soared by 1934 to % 
per cent above their 1932 level, declined steadily thereafter, until in 
September, 1939, they were only 12.5 per cent above that 1932 loy 
point. This erratic rise and decline, apparently unduplicated anywhere 
else in the world, supports the suggestion that the high wage rates oj 
the middle 1930’s were in large measure simply the result of the capital 
inflows. Jewish wage rates may eventually have to fall even farther to 
permit of successful competition with foreigners. The largest declines 
after 1934, like the largest rises before that year, were in the home. 
market investment industries connected with building, rather than jp 
import-competing and export trades. Nevertheless, this evidence of 
general flexibility would seem to offer some basis for an expectation 
that wages will be further adjusted, if necessary.” 

There is evidence that the same scaling-down process occurred in the 
field of management, a weeding out of the unfit and cost-reduction 
among those who survived. If not all the ventures undertaken during 
prosperity survived, most of them did take root in a market perma- 
nently expanded by the previous immigration. 

The economic picture after 1935 was by no means completely or 
even primarily black. It was a period of difficult adjustment, not of 
general decline. There were many counterbalancing evidences of con- 
tinued healthy growth, as the capital investments of the preceding 
years continued to bear fruit. Jewish agricultural settlement fell off 
but little after 1934-35, as the table indicates, and the output of these 
colonies continued a rapid expans n.*° This increase mirrored not only 
the dominance of a secular growth. Whereas the 1932-35 boom had 
brought about a marked movement of labor from farms to towns, thus 
raising agricultural wages along with the rest, the decline of urban 
activity after 1935 reversed that movement.” This helped domestic 
agriculture to supplant imports, a typical form of adjustment to a 
decline in investment activity and capital imports. 

The continued expansion of large segments of industry was also 
indicative of successful readjustment. Building and the building mate- 
rials trades declined for several years (see the table). Some domestic 

® The Histadrut is a Zionist organization, with a zealous desire to foster economic de- 
velopment, and not simply a trade union. Its member organizations have been said to be 
quite sensitive to the capacity of industry to pay. Leo Wolman, report on “Labor 
Reports of the Experts Submitted to the Joint Palestine Survey Commission (Boston 
1928), pp. 497-99, 524. 

*See Palnews, 1938, p. 21. 

* Horowitz and Hinden, op. cit., p. 16. 


194 


con: 
dec! 
dus 
con! 
alor 
and 
the 
fror 
iP 
the 
in St 
disc 
T 
othe 
cons 
192. 
was 
ing 
vers 
thos 
and 
sour 
T 
prok 
of tl 
of 1 
EP 
£P ; 
rapl 
a n¢ 
four 
men 
193. 


ad 
trad 


| | 


[BER 


1944] KAHN: PALESTINE: A PROBLEM IN ECONOMIC EVALUATION 553 


consumer goods industries, notably textiles and clothing, shared in this 
decline to a much less marked degree. On the other hand, such in- 
dustries as the chemical, food, and electrical either remained strong or 
continued to expand. Total sales of electricity in Palestine for power 
alone (not including for irrigation) rose by 32 per cent between 1935 
and 1937. According to estimates by the Jewish Agency for Palestine, 
the number of Jewish industrial and handicraft enterprises increased 
from 4,615 to 5,606 between 1935 and 1937, their capital from 
fP 8,654,000 to £P 11,637,000, and their output only slightly from 
£P 8,593,000 to £P 9,109,000, although their employment declined in 
the same period from 32,800 to 30,000.* In view of the rapid declines 
in some very important sectors of the economy, this was by no means a 
discreditable showing. 

The decline of the building industry, compensated by the rise of 
others, was not simply a cyclical phenomenon. Workers in these trades 
constituted no less than 43.0 per cent of the total Jewish labor force in 
1925 and only 19.4 per cent in 1935, both peak years; the percentage 
was 10.6 in 1937, as against 13.5 in 1932,°* despite the fact that build- 
ing activity was twice as great in the later year. The increasing di- 
versification of employment and the increasing emancipation from 
those trades most clearly and directly associated with capital inflow 
and immigration, both mirrored in these statistics, are signs of the 
sound economic development of the Jewish economy. 

The strength of industry was made possible in part by a deeper 
probing of foreign markets. We have here an interesting illustration 
of the process of balance of payments equilibration. Palestine’s exports 
of manufactures had risen slightly from £P 280,000 in 1931 to 

P 312,000 in 1932, and then declined to £P 306,000 in 1933 and 
tP 294,000 in 1934, at a time when domestic production was increasing 
rapidly, and when other countries of the sterling area were experiencing 
a notable recovery of exports. The reasons for this weakness must be 
found in the effects of the capital inflow and heavy domestic invest- 
ment. With the reaching and passing of the peak of the cycle (in 
1934-35), exports of manufactures increased to £P 370,000 in 1935, 
‘P 559,000 in 1937, and £P 765,000 in 1939. The recovery of world 
le undoubtedly contributed to this expansion (until 1937), but it 
is evident that equilibrating factors were at work, that Palestine was 
adjusting to its altered position, and that it was gaining economic 
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" Compare Wittkowski, op. cit., p. 39, and Econ. Research Inst., “Industry in Palestine” 
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The supplanting of imports was more important than the increase 
of exports in sustaining economic activity. This trend was especially 
marked in the case of farm products.** Local self-sufficiency in indys. 
trial products seeras likewise to have increased, as expanded output in 
some branches matched the declines in others, while imports fell.” 

Thus it may be concluded that the phenomena of 1935-1939. the 
deflation of incomes relative to incomes abroad, the particularly severe 
depression of certain industries, represented at once a normal reaction 
to a decline of capital import, and a process of essential adjustment. 
As we have seen, the balance of payments adaptations were made, al- 
though not without signs of stress; the trade balance was cut, and 
equilibrium was restored. At the same time, through the transitional 
difficulties, one may readily perceive the signs of continued secular 
growth, of economic maturation. 

The ultimate test of the viability of an economy is whether in fact 
it does survive and grow. Palestine has not yet been put to the ultimate 
test, because it has not yet had to do without any aid from the outside. 
The economic and political difficulties of 1935-39, however, were by 
no means easy tests. It must be conceded that the continued growth 
and survival not only of the economy but also of the great majority of 
individual enterprises in these years merit an initial favorable judg- 
ment. 

While the agricultural communities required initial outright subsi- 
dization in land purchase, clearing, and settlement, they have not re- 
quired continual additional doses of aid in order to subsist. The un- 
broken increase in their number, the continued growth and survival of 
virtually all, and their provision of an adequate living to the Jewish 
settlers provide evidence that they are “going concerns,” from our 
point of view.” 

The same sort of evidence is even more convincing in the case of 
Jewish industry, which is predominantly private, and has received very 
little direct subsidy or tariff protection. Had the capital invested therein 
proved commercially unproductive, the life of each enterprise would 
have been a cycle ending in extinction as its substance was exhausted 


“See Palnews, 1939, p. 75. 

* The experience of the cement industry illustrates clearly the process of balance 
payments equilibration. During the building boom, imports rose far more rapidly 
domestic production, the latter being incapable of supplying the great demand. In 
downturn the reverse was true. Home industry supplied 73 per cent of apparent con- 
sumption in 1938 as against 53 per cent in 1935. See Palestine Blue Books. For other 
examples, see Palnews, 1938, pp. 20, 41-42, 93-94. 

* The Jewish Agency notes, moreover, that the colonies have begun to repay 
original debts. Memorandum Submitted to the Palestine Royal Commission (Loncon 
Jewish Agency, 1936), p. 122. 
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Total national production would in this event have fluctuated merely 
in accordance with capital inflow, with a time lag reflecting the average 
duration of the investments. The record belies any such interpretation. 
The total exhibits a continuous increase, year by year, in number of 
establishments, capital investment, output, and workers employed. 
The conclusions of this section may be summarized. The period 
1918-39 was a transitional one for the Jewish economy in Palestine. 
[he heavy capital imports and the difficulties in competing in world 
markets were not necessarily an indication that the venture lacks 
solvency: on the contrary, these phenomena are the normal character- 
istics of such a process of development. Moreover, positive indications 
of an ultimate ability to support the present, or a larger, population at 
current, or somewhat higher, real incomes are also available: notably 
the successful adjustments of the balance of payments, as well as of 
wage levels and other costs, to an abrupt termination of capital im- 
port, the secularly increasing ability of the economy to provide its own 
requirements out of current production, and the survival and con- 
ous growth of individual enterprises and of agriculture and in- 
lustry in general. 
V 
The Second Wor:d War brought considerable hardship to Palestine. 
e virtual closing of the Mediterranean practically eliminated citrus 
it exports, causing major dislocations in this important segment of 
the economy. The bulk of the population has suffered far more from the 
extreme inflation, caused, on the one hand, by the sudden reduction of 
many important imports, and, on the other, by the great demands of 
the Armed Forces, of neighboring countries previously supplied else- 
where, and of the local population itself, its money incomes swollen by 
inpouring of foreign expenditures. 
lhe war has thus brought opportunity as well as hardship. Army 
ntracts placed with local (predominantly Jewish) industry totaled 
10,000 in 1942. New footholds have been obtained in foreign 
irkets, notably in neighboring Near Eastern countries and in Eng- 
|, where Palestine has supplanted Germany as the main supplier of 
potash. As a result, the peacetime progress of agricultural output has 
been greatly accelerated. The number of workers employed by Jewish 
industry had by 1942 almost doubled and the gross output (in value 
terms) quadrupled that of 1937.°* More startling than the absolute 


wholesale prices more than doubling in the interim, the expansion of physical 
ut must have been considerably less, perhaps less than 100 per cent. However, rapid 
is understood to ‘have continued during 1943. It may be noted that industrial 

‘f power increased from 20,200,000 k.w.h. in 1939 to 41,000,000 in 1942. 


++ 
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growth has been the increased variety of production. Metal industries 
have come to employ more workers than food industries; production 
of electrical equipment, precision instruments, various chemicals and 
pharmaceuticals, machines, machine tools and parts, have all ex. 
panded enormously along with textiles and clothing. 

The counterpart of the inflow of foreign expenditures, augmented 
by a continued though diminished stream of private and national capital 
imports, has been a rapid accumulation by Palestine of liquid inter. 
national assets. The total of Palestine’s wartime acquisitions of sterling 
balances was estimated at no less than £77,000,000 as ef September. 
1943, a figure equalling 60-65 per cent of the total pre-war capital 
import.” 

If Palestinians had had large foreign debts, these accumulating 
balances could have been used to pay them off, as other countries of 
the British Empire have been doing. Instead they may and doubtless 
will be used after the war, within the limits of Britain’s ability to repay, 
to finance a heavy renewal both of consumption and investment, the 
latter increasing the real wealth of the country, the productivity of 
its labor, and its ability to absorb a greater population. While a large 
portion of the wartime gains will prove but temporary, and while 
there will be a need for drastic readjustments at its close, it is never- 
theless clear that the war is greatly intensifying and accelerating the 


economic development of Palestine, and is helping to lay the founda- 
tions for a stable and self-supporting economy. 


VI 


What are the factors which must be considered in assessing the 
ability of the Jews already in Palestine to maintain their present stand- 
ards of living in the future? On the one hand are the country’s limited 
areas and natural resources, and sparse rainfall. On the other hand, 
the heavy use of capital to reclaim, irrigate, and till a soil which is 
naturally rich and varied, and to set up modern factories, has already 
gone far and may be expected to go farther to offset the natural limita- 
tions, particularly since only a portion of the capital has had to earn a 
competitive rate of return. 

Moreover, it is generally conceded that, although there is abundant 
room for improvement, Jewish labor is more productive, and Jewish 
management more efficient, than other Near Eastern labor and man- 

**See the Bulletins of the Econ. Research Inst.; Robert Szold, “War-Time Palestine, 
The New Palestine, Feb. 4-18, 1944; issues of Palestine and the Middle East; Walter 
Lowdermilk, Palestine, Land of Promise (New York, Harper, 1944), pp. 113-14; “Palestine: 
Economic Progress,” Economist, Vol. 139 (Nov. 9, 1940), p. 577; and “Industrial Pales 
tine,” Economist, Vol. 143 (Aug. 15, 1942), p. 207. 

* Econ. Research Inst., Bulletin, Vol. 7 (1943), p. 46. 
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agement, because the Jews have been indoctrinated with Western 
economic motives and methods, and have the particularly powerful 
incentives of force of necessity and a strong ideal. Further, the Jewish 
agencies have made heavy expenditures upon training and guidance, 
and everywhere the stress is upon a heavy endowment of research and 
the maximum application of modern methods. 

There is still need for great improvement, particularly if the limited 
resources Of Palestine are to be mobilized effectively enough to support 
a larger population. The conscientious efforts of Jewish agricultural 
leaders to find new methods and crops, to adapt their organization to 
their physical environment and market situation are, therefore, favor- 
able signs. In general, these efforts take two separate paths. Many 
agronomists are attacking the problems of making mixed farming more 
economical, by improved crop rotation, superior organization, and by 
irrigation, in order that the Jews may continue to supply a growing 
proportion of domestic requirements of vegetables and dairy and 
poultry products.*® Others minimize the need for the security which self- 
sufficiency in food brings, and stress the possibility of developing agri- 
cultural specialties for domestic consumption or export, similar to citrus 
fruits. The citrus industry itself does not figure importantly in such dis- 
cussions, partly because of the general fears of excessive reliance on one 
export crop, partly because it was apparent during the late 1930’s, from 
the increasing marketing difficulties encountered, that the limits of Pales- 
tine citrus development had about been reached, given current world 
incomes, nutritional standards, and trade barriers. 

Other specialties are possible. Year-round vegetable gardening in 
the semi-tropical Jordan valley might find a great market in Europe, 
which enjoys local crops only during brief seasons. Again, the develop- 
ment of a modern organic chemical industry would provide an addi- 
tional market for many common agricultural products and by-products, 
and might in addition be codrdinated with the growth of various spe- 
cialty crops such as soy beans, dates (a source of sugar for fermenta- 
tion processes), and groundnuts. Finally, a fuller exploitation of such 
cheap, hardy, indigenous cultures as dates, olives, and cactus has also 
been advocated.*? Both cactus and the compressed residue of ground- 
nuts could provide a cheap yet excellent cattle fodder, replacing the 
expensive imported concentrate feeds. 

It is not possible to predict along what lines progress will actually 

i-Volcani, op. cit. 

sor Manczkowsky, formerly of the experiment station at Rehovoth, has severely 
agriculture on the ground that it uncritically transferred to Palestine 
xpense the methods of European farming, many of which are unsuitable to 


tions, while ignoring many of these cheap and easy indigenous cultures. “Our 
A Foreign or Native Growth?” Palestine Review, Vol. 3 (1939), pp. 607-08. 
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be continued. Undoubtedly both self-sufficiency and specialty farming 
will continue to be exploited, by the same sort of experimentation and 
application of the best available experience of modern science which 
observers have noted and praised in the past.* 

The most obvious obstacle to large-scale industrialization of Pales- 
tine is its lack of the raw materials generally considered essential, 
Various considerations may be mentioned which mitigate this handi- 
cap, while by no means eradicating it. First of all, there are important 
familiar historical instances where good management, initiative, and 
ingenuity have overcome the lack of nearby raw materials. Secondly, 
economic distance may not be the same as geographical distance. 
Palestine, which is very favorably located for cheap ocean transpor- 
tation, may easily base an industry on many raw materials not present 
within her borders, in view also of the appreciable local and neighbor- 
ing markets. Thus it is not surprising that the textile industry has 
already expanded notably. Higher stages of fabrication and assembly 
of heavy metal products, encouraged by the war, may likewise be 
expected to expand. 

The world has experienced a second “industrial revolution” in the 
past fifty years, which has gone far to emancipate national industries 
from dependence upon local supplies of coal, wood, natural fibres, and 
the heavy metals. Palestine may prove admirably equipped for the 
exploitation of this new technology. A large portion of the oil in the 
Middle East flows to refineries at Haifa. The great depth of the Jordan 
valley and the Dead Sea provide the means for the generation of large 
quantities of cheap hydro-electric power. The rich mineral deposits of 
the Dead Sea are an abundant potential source of magnesium, as they 
are of potash and bromine, if cheap power is available. The raw cotton 
of Egypt and the cellulose and carbohydrate products of local agri- 
culture, as well as the petroleum by-products at Haifa, provide an 
abundant base for a chemical and plastics industry, and trained 
scientists are available in considerable numbers, in modern laboratories 
already having an enviable record of achievement. 

The example of Switzerland has often been stressed as one for 
Palestine to emulate, in developing a wide range of manufactures 
involving a high degree of labor skill and experience, capitalizing upon 
the relatively good education of the Jewish worker, and minimizing 
the importance of the cheap labor and raw materials which have been 
important factors in the development of industry in the past. The great 
success of a manufacturer of dentures, the war-created production 0! 
optical goods and precision instruments, and the diamond-cutting indus 
try, brought to Palestine in 1940 by Belgian and Dutch Jewish refugees, 
are possible signposts in this development. 


“Notably Lowdermilk, op. ct., chap. 6. 
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Such efforts will, however, require far greater efforts than have thus 
far been made to create the major sine qua non, a large body of work- 
ers and technicians possessing both the necessary skill and the psy- 
chology and heritage of craftsmanship. It may be noted that the 
Zionist leaders, whose major stress thus far has been on working on 
the land, have come to realize this necessity, and plan to fill the gap. 
Accurate, dispassionate prediction is difficult, but the financial success 
of the broad range of enterprises already established, the great fillip 
given by the war, and the continued initiative of immigrants with 
industrial backgrounds, seeking to make their way in new surroundings, 
all offer reason to anticipate a continued development of Palestinian 
industry, despite the difficult readjustments which peace will inevitably 
pring 

The issue of the capacity of Palestine for absorbing new settlers 
hinges upon these prospects for agricultural and industrial expansion. 
Assuming continued economic development throughout the world, and 
an expansion of international trade, there are no limits assignable, a 
priori, to the population which any one region may support. Even if it 
is anticipated that there will be little future expansion of international 
trade, the population of Palestine will not have to be composed of a 
great number of self-sufficient units. Sufficient food for all may be pro- 
duced by a relatively small portion of the total, and mutually bene- 
ficial exchange may therefore support a relatively large urban indus- 
trial-commercial population. 

In order that the possibilities of population expansion be not limited 
by Palestine’s lack of large areas of cheap, cultivable land, the effective 
increase in the cultivable area by a system of irrigation is a central 
proposal in post-war plans for refugee settlement. It is by now authori- 
tatively established that enough land could readily be irrigated to 
make room for 100,000-150,000 additional farm families, and to pro- 
duce food enough for a total additional population of 2,000,000 to 
3,000,000.** Whatever the merit of these specific figures, their purport 
is sound: there is no inherent reason why lack of sufficient Jand, which 
is commonly referred to as the first major limitation upon this country’s 
absorptive capacity, need preclude a substantial expansion in popula- 
tion, even under the extreme assumption that it will have to be self- 
sufficient in food. While it would be necessary that capital be made 

vailable for such development, the required irrigation program, for 
hich definite plans are being made,“ is not unusual either in kind or 


ee, among others, Lowdermilk, op. cit., pp. 222-25. Volcani, in his book cited above, 
tes t each “model” mixed farm could supply the food requirements of from four 


k Times, May 21, 1944. 
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It is clear that the continued absorption of immigrants by Palestine 
is contingent upon a continued inflow of capital. It is also clear tha 
not all of this capital can be attracted by purely financial considera. 
tions. A multiple-purpose national system of water development, em. 
bracing the generation of hydro-electric power, irrigation, erosion and 
flood control, and development of the mineral resources of the Dead 
Sea, may possibly pay, in the narrow financial sense. Even if it does 
not, such an investment may be considered economically justifiable. 
The United States and Australia have engaged in great irrigation 
projects, and continue to do so, even though these projects have seldom 
yielded a going return on the capital invested. Such expenditures, like 
those for the preservation of forests or the construction of schools, have 
definitely been added in these countries to the list of economic activi- 
ties which are not to be judged entirely on the basis of their ability to 
yield a direct return by sale of the forthcoming services. Moreover, 
the economic need, and the corresponding opportunities for financial 
success, are far greater in Palestine, where land prices are far higher 


where far more intensive land utilization methods prevail, and where § 


the level of incomes obtainable elsewhere (i.e., both in the countries of 
emigration and in alternative occupations) is so much lower. 

Whatever the success of the irrigation program alone, however, it 
will have to be accompanied by heavy expenditures on land purchase 
and settlement, immigrant training, and so on, as in the past. The 
colonization program as a whole, it can scarcely be doubted, will not 
return a going rate of income on the capital employed. 

The doubtful prospective profitability of the entire Palestinian de- 
velopment program, in a strictly financial sense, need by no means 
vitiate the chances for the ultimate emergence of a solvent and greatly 
enlarged Jewish economy, if the capital is forthcoming. As in the pe- 
riod 1918-1939, the increased productivity made possible by a capital 
coming in “without strings” is a net advantage, and if the costs which 
it defers are nonrecurrent, the heavy initial investment required may 
be forgotten. Once irrigated and leveled, Palestine’s land will bear 
bountiful crops which will certainly cover the costs of keeping the 
irrigation system going. Immigrant labor, once adequately housed and 
retrained, promises to be sufficiently productive to justify the invest- 
ment of private capital, as has been demonstrated in a number 0! 
instances. 

If the additional capital is not forthcoming, heavy additional settle- 
ment in Palestine will probably be impossible. In any case, the rapid 
progress of the past, and the successful adjustments since 1935, would 
seem to indicate that the future of the present economy, at least, is 
secure, barring misadventure. 
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COMMUNICATIONS 


The British White Paper on Employment Policy' 


Since the publication of Keynes’s General Theory in 1936, there has been 
an eve Saati: stream in all countries of books, pamphlets and articles on how 
achieve and maintain employment. It has become quite impossible for 
economists—or anyone else—to read all these recipes, mainly because they 
all say more or less the same thing. They nearly all agree that the way to 
keep up the level of national employment is to keep up the level of national 
expenditure. This sounds simple and obvious enough, but it stands in marked 
contrast to the sort of things respectable economists and respectable govern- 
ments were saying and doing in the early thirties, when the practical problem 
of unemployment was most acute. The orthodox remedies at that time were 
1) economies in public expenditure and (2) wage reductions. 
After some months or years of increasing misery and social stress, however, 
mon sense and common humanity triumphed over the orthodox mystique. 


T 


In one way and another, national expenditure was permitted to increase in a 


ul | countries, and some measure of recovery was achieved in the 

ocess. The reason for the recovery was not always understood; it was at- 
tributed to cheap money, an unbalanced budget, raising of tariffs, devaluation 
if the currency, increasing the general price level, and so on, by the countries 
adopting these various measures. It was not realized that it was only in so 
far as the measures taken involved an increase in the total volume of spending 
in a the country concerned that they could raise its level of employment at all; 
and that in itself a rise in prices, far from promoting recovery, diminished 
the effect in stimulating employment of a given increase in spending. Nor 
was any clear distinction seen between measures which involved a net increase 
n spending—and hence in employment—in the world as a whole, and those 
which merely diverted spending from the foreign to the domestic market, and 
thus increased employment at home at the expense of employment abroad. 

Despite the rising tide of agreement and understanding of the nature and 
causes of unemployment today, and despite the fact that some measure of 
economic recovery has been achieved by means of government policies in 
he past, Sir William Beveridge was not overstating it when he characterized 
the recent British government White Paper on employment policy as marking 
a och in the economic and political history of Britain and so of the 
wor d. 


Published in U.S.A. by permission of the Controller of H. M. Stationery 
> Macmillan Company. 


r (London), May 28, 1944. 
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There is nothing particularly novel about any of the measures there recom. 
mended, nor do they involve any revolutionary change in economic practice or 
organization. What is new is, first, that the government there “accept as one 
of their primary aims and responsibilities the maintenance of a high and 
stable level of employment’’; and second, that the various measures proposed 
are commended as part of a single coherent plan. 

The plan is simple and straightforward. The total national expenditure 
(which determines the level of employment) consists of five main elements 
(Paragraph 42): 

1. Private Consumption Expenditure ‘Private expenditure on food, clothing 
rent, amusements, etc.). 

2. Public Expenditure on Current Services (Expenditure by public authori- 
ties on education, medical services, national defense, etc.). 

3. Private Investment Expenditure (Private capital expenditure on buildings, 
machinery, and other durable equipment and on additions to goods in stock), 

4. Public Investment Expenditure (Capital Expenditure on buildings, ma- 
chinery, roads, and other durable equipment by the central government, local 
authorities or public utilities). 

5. The Foreign Balance (The difference between exports, visible and in- 
visible, and imports, visible and invisible). 

The White Paper goes on to explain that it is mainly in items (3) and (5) 
that spontaneous variations in expenditure are most likely to occur and, 
at the same time, most difficult to control. “A business man deciding 
whether it is worth his while to sink more capital into his business will be 
influenced by a very wide range of considerations: whether his market is 
likely to grow or decline; what his competitors are doing; whether prices are 
likely to go up or down; whether the latest type of machinery is much superior 
to his own, and so on. It is in practice impossible to foresee with any certainty 
what decisions business managements will reach on these matters: the prevail- 
ing atmosphere of optimism or pessimism, particularly in periods of rapid 
industrial change, probably has as much influence on them as any independent 
analysis of the facts.” 

The last item (5), the Foreign Balance, is likely to be an important source 
of instability for Britain, because of her high dependence on foreign trade, 
but would obviously be of much less importance in the United States. 

What does the British Government propose to do about the fluctuations 
arising from instability in private investment and/or the foreign balance? 

Exports will be kept as high as possible, but Britain can obviously do 
relatively little to prevent their fluctuations, except by collaborating in various 
ways for the maintenance of prosperity in her overseas markets. The impor- 
tance attributed to international economic collaboration and to the promotion 
of full employment in other countries can be seen by the fact that the first 
chapter is largely devoted to the international aspects of employment policy 

“A country dependent on exports—and relying largely, as we do, on the 
export of manufactured goods of high quality—needs prosperity in its oversea 
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markets. This cannot be achieved without effective collaboration among the 
nations. It is therefore an essential part of the Government’s employment 
policy to co-operate actively with other nations, in the first place for the re- 
establishment of general economic stability after the shocks of the war, and 
next for the progressive expansion of trade” (Paragraph 2). 

As to the second main source of instability, private investment, the British 
vovernment feels that certain mitigating measures are possible. One of them 
; the economist’s good old friend, the rate of interest, which could not be 
entirely left out of the picture, though its inclusion is hedged by conditions and 
misgivings which suggest that it was mainly in deference to its age and re- 

ectability that it was included at all. In the first place it is pointed out that 
during the period of reconstruction when investment demands will be so 
pressing that not all will be able to be satisfied at once, not a rise in interest 
rates but rationing and control will have to be the method of selecting those to 
receive priority (Paragraph 16). Secondly the efficacy of the rate of interest 
as a means of regulating private investment even in more normal times is 
called in question (Paragraph 60). Recent evidence has tended to show that 
it is only in regard to highly durable investments, such as buildings, that the 
rate of interest plays any determining réle. 

As another approach toward mitigating instability of private investment, 

government proposes to encourage “privately-owned enterprises to plan 
their own capital expenditure in conformity with a general stabilization policy” 

ca sata by example, and even possibly by offering some financial induce- 
ment in the form of tax rebates (Paragraph 61). 

But if neither the interest rate nor the suggested “encouragements” suffice to 
iron out fluctuations in private investment, the government, in no way daunted, 
proceed to vary its own investment expenditure—and if possible that of 
ther public authorities—in such a way as to compensate and counteract 
vhatever unevenness in private investment remains. In England at present, 
by far the major part of public investment expenditure is undertaken by local 
authorities rather than by the central government. It is proposed that these 
hall all submit detailed investment programs for five years in advance to 

e central coordinating department, and the programs will then be adjusted 
upward or downward, forward or backward, in the light of the latest informa- 
tion on the prospective employment situation. A similar procedure is contem- 
plated for public utility companies (Paragraph 63). 

_As a result of all these plans, the volume of capital expenditure as a whole 
should be kept on an even keel. But should this objective not be completely 
achieved, still another line of defense is created, in an attempt to vary the 


comm 


nunity’s expenditure on consumption. (This would also be necessary to 


n 
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Rg for fluctuations in the foreign balance, even if fluctuations in 
comestic capital expenditure were completely eliminated.) If no steps were 
taken to ini luence consumption expenditure, it would automatically fall off 


as a result of any fall in investment expenditure or in the foreign balance. But 
the White Paper proposes not only to prevent this “secondary deflation” 


{ 


564 THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


but also to influence consumption expenditure, if necessary, in a countercyclica] 
way, so as to compensate for the initial fluctuations in investment or the foreign 
balance. 

The main instrument proposed for influencing consumption expenditure js 
the variation, in sympathy with the state of employment, of both employers’ 
and workers’ contributions under the comprehensive social insurance scheme 
which it is proposed to introduce in the near future (Paragraph 68). It js 
suggested that workers’ contributions alone should decrease by an average of 
£500,000 a week for a rise of two per cent in unemployment, above a certain 
level. Other measures such as adjustments of income tax rates and deferred 
tax credits are suggested as possible supplements to the variations in social 
insurance contributions, should further steps prove necessary. Finally it js 
proposed that the government and local authorities should vary their own 
purchases of consumers’ goods (boots, clothing, furniture, etc.) in an anti- 
cyclical way as far as possible. 

Such are the main lines of the British government’s plan for maintaining 

employment in normal times. It will be noticed that an attempt will be made 
as far as possible to secure stability of employment in existing jobs, by prevent- 
ing fluctuations in each particular sector of national expenditure. But in so far 
as some sectors vary, the variations are to be compensated by contrary 
variations in certain other sectors. This means that, although the aggregate 
number of employment opportunities may be sustained, their composition may 
vary, and a certain amount of shifting from job to job will therefore be neces- 
sary. Particular attention is devoted to the question of labor mobility (Para- 
graphs 55-56). 
If short term unemployment arising from such causes [shifts from one job to another] 
is to be reduced to a minimum every individual must exercise to the full his own initiative 
in adapting himself to changing circumstances. The Government will assist by the measures 
designed to bring the men to the work and the work to the men. . . . They will also 
seek to prevent mobility of labour being impeded by arrangements of a type sometimes 
made before the war whereby workers worked part-time and claimed unemployment 
benefit for the rest of the week. 

It would be a disaster if the intention of the Government to maintain total expenditure 
were interpreted as exonerating the citizen from the duty of fending for himself and 
resulted in a weakening of personal enterprise. For if an expansion of total expenditure 
were applied to cure unemployment of a type due, not to the absence of jobs, but t 
failure of workers to move to places and occupations where they were needed, the polic) 
of the Government would be frustrated and a dangerous rise in prices might follow. 


The crucial réle of price and wage stability in the general plan for maintain- 
ing employment is firmly emphasized, and the paragraphs calling for codpers- 
tion of all sections of the community in this matter are so clear and cogent 
that they should be quoted in full: 

49. Action taken by the Government to maintain expenditure will be fruitless unles 
wages and prices are kept reasonably stable. This is of vital importance to any employment 
policy, and must be clearly understood by all sections of the public. If we are to operate 


with success a policy for maintaining a high and stable level of employment, it will b 
essential that employers and workers should exercise moderation in wages matters © 
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that increased expenditure provided at the onset of a depression may go to increase the 
lume of employment. 
This does not mean that every wage rate must remain fixed at a particular level. 
There must always be room for the adjustment of wages and conditions, e.g., on account 
,anges in the form, method or volume of production. Also there must be opportunity 
for the removal of anomalies in the rate of remuneration of different grades and categories 
rkers, both within an industry and between different industries. The principle of 
ty does mean, however, that increases in the general level of wage rates must be 
increased productivity due to increased efficiency and effort. 
\n undue increase in prices due to causes other than increased wages might similarly 
action taken by the Government to maintain employment. If, for example, the 
.cturers in a particular industry were in a ring for the purpose of raising prices, 
nal money made available by Government action for the purpose of maintaining 
yment might simply be absorbed in increased profit margins and no increase in 
employment would result. 
52. Stability of wages and stability of prices are inextricably connected. If the general 
of wage rates rises and there is a corresponding increase in prices of goods for civilian 
nsumption, the individual wage-earner will be no better off and there may be no increase 
the total amount of employment available. 
Thus, the stability of these two elements is a condition vital to the success of 
yment policy; and that condition can be realised only by the joint efforts of the 
vernment, employers and organised labour. The Government for their part are pre- 
ared to do what they can to stabilise prices so as to avoid or mitigate changes not 
ndered inevitable by higher costs either of imports or of production at home. If, how- 
ver, the cost of living is thus kept stable, it must be regarded as the duty of both sides 
f industry to consider together all possible means of preventing a rise in the costs of 
production or distribution and so avoiding the rise in prices which is the initial step in 
the inflationary process. 
‘4. Workers must examine their trade practices and customs to ensure that they 
1ot constitute a serious impediment to an expansionist economy and so defeat the 
ect of a full employment programme. 
Employers, too, must seek in larger output rather than higher prices the reward of 
terprise and good management. There has in recent years been a growing tendency 
irds combines and towards agreements, both national and international, by which 
manufacturers have sought to control prices and output, to divide markets and to fix 
nditions of sale. Such agreements or combines do not necessarily operate against the 
public interest; but the power to do so is there. The Government will therefore seek power 
to inform themselves of the extent and effect of restrictive agreements, and of the activities 
bines; and to take appropriate action to check practices which may bring advantages 


sectional producing interests but work to the detriment of the country as a whole. 


We may turn from the question of wage and price stability, which consti- 
tutes the most serious, if not the only, real difficulty in the whole policy, to 
he question of the public debt which may be characterized as the most 
serious pseudo-difficulty of the policy. The British White Paper indeed takes 
the seriousness of this difficulty rather more seriously than it takes its 
pseudoness.” In a section on Central Finance (Paragraphs 74-79), it rushes 
at once to assure the nervous City man (who is considerably rarer in England 
than in this country) that the proposed employment policy has nothing to do 
with the dangerous and wicked practice of “deficit financing.” We are some- 
what surprised to read that “None of the main proposals contained in this 
Paper involves deliberate planning for a deficit in the National Budget -in 


years of sub-normal trade activity.” But, whether deliberately planned or not, 


566 THE AMERICAN ECONOMIC REVIEW [SEPTEMBRE 


it seems that occasional deficits (which, if they occur at all, presumably yij 
occur in years of subnormal trade activity) are not completely ruled oy. 
For we are later reassured as to the long-run effects of any such unplanne; 
deficits as may occur: “. . . to the extent that the policies proposed in this 
Paper affect the balancing of the Budget in a particular year, they certainly 


do not contemplate any departure from the principle that the Budget must by A 
balanced over a longer period.” In fact. the Paper goes so far as to say that of se 
“the general growth of public indebtedness needs to be watched from a central dubic 
standpoint.” cedes 
All this should not be taken too seriously. Its main purpose is obviously tp busin 
reassure conservative circles at home and abroad that the British govem: at a 
ment has not lost all vestiges of respectability and morals. It may perhaps be to th 
doubted whether this object is really achieved, and whether the result does not WI 
rather fall between two stools. The conservative circles will refuse to be State 
reassured, and probably regard as permanently beyond the pale any gov. the v 
ernment that accepts responsibility for maintaining a high and stable mark 
level of employment (instead of leaving the job entirely to private enter. descr 
prise). On the other hand, the reassurances to the conservative circles expec 
will be disturbing and disappointing to the more enlightened schoo gover 
of “functional financiers,” who thought that Britain had abandoned budge! stabl 
balancing as a principle, when she introduced a White Paper on Nationa out, t 
Income with her 1941 budget. It was hoped that, with the continuance of 
this practice after the war, government financial policy would continue to be 
judged by its effects on national income as a whole rather than by its success 
or failure to balance government receipts and expenditure. These rationalists 
may, however, be somewhat reassured by Paragraph 78, where the problem of 
public borrowing is dealt with in a more reasonable way; where it is con- 
sidered in terms of the ratio of the annual debt charge to the national income It 
and related to the only real problem—the deterrent effect of increased tax rates prope 
on effort and enterprise. Once it is put in this way, we can see that leaving a a fur 
man unemployed is likely to be more damaging to the national income than maxit 
the reduction of effort or enterprise which might arise from servicing the nea. 
increased debt involved in employing him. It still may be better to employ above 
him without increasing the national debt, but it is surely never better to ol thi 
leave him unemployed. rathe 
In fact, there is probably no need for the debt burden to increase faster been 
than the national income. In the first place, there are many ways of it- mists 
enter] 


creasing national expenditure without adding to the dead weight nation 
debt. But even if the dead weight debt is increased, and if population and 
productivity did not increase fast enough to keep the national income in step, 
a little very mild inflation would certainly do the job. 

The present review has concentrated on the British government's long-term 
plans for preventing unemployment. In the White Paper itself this central 
plan is preceded by chapters on the Transition from War to Peace and the 
Balanced Distribution of Industry and Labour. The first emphasizes the 
need for retaining direct controls during the period of shortages, and givils 
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special priority to exports, civilian necessities and capital equipment required 
to restart and expand productive capacity. The second is devoted to the con- 
industrial location with a view to preventing concentrated unemploy- 


trol of 


ned 

his ment in the “depressed areas,” which was a specially serious problem in 
nly England during the inter-war period. 

be A final chapter on procedure and administrative machinery lends a note 


of serious intent to the whole paper, and goes far to remove the somewhat 
dubious taste left by the section on Central Finance which immediately pre- 
cedes it. On the whole, we may rest assured that the British government means 
business by this Paper; and even if the government may be assailed by doubts 
at a later stage, there are ample signs that the British public will hold them 
to their word, 

What will this “epoch in British economic policy” mean for the United 
States? In the first place the United States will benefit, as will the rest of 
the world, from stability and prosperity in one of its most important export 
ble markets. But the British government clearly hopes for something more. They 
describe themselves as “pioneers” (Paragraph 80). Pioneers are people who 
expect others to follow in the trails they have blazed. If the United States 
government were ever to accept full responsibility for maintaining a high and 
stable level of employment and to adopt the measures necessary to carry it 
out, then there would at last be some real hope for world economic stability. 
M. F. W. JosEerH 


The Incidence of a Profits Tax 


It is generally assumed in economic analysis that a tax on profits, whether 
proportionate or progressive, cannot be shifted. This assumption follows from 
a further assumption: that the policy of an enterprise is directed toward 
maximizing its profits. This further assumption is a very rough first approxima- 


he tion. Indeed, it may well be that conclusions drawn from it, such as the 
ov above, are so far from the truth as to be positively misleading. It is the purpose 
' of this note to develop a technique for analyzing the behavior of the firm on a 


rather more realistic assumption, and to use the analysis to prove—what has 
been ass aaah by business men as vigorously as it has been denied by econo- 
t- mists—that profits taxes may have some effects on the prices and outputs of an 
enterprise 

The “classical” theory of the incidence of a profits tax is illustrated in 
Figure 1, Profits are measured on the vertical axis, while output—or some pa- 
rameter representing the scale of enterprise—is measured on the horizontal 
axis. It is assumed that the profits curve, ABC, reaches a maximum at some 
output OD. OD is then the most profitable output; from this the prices of 
the product or products and of the inputs can be determined, if they are not 
already given. If now a proportional tax on profits is imposed—say, 50 ‘per 
cent—the profits curve after the tax is deducted will be AJB’C, and though 
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the amount of profits at the maximum is smaller than before, the output a HIB pezati 
which profits are a maximum (OD) is unchanged. Even if the tax is progres [Bis an 
sive, so that a higher rate falls on large profits than on small, the shape oj suppl} 
the profits curve will be flattened—e.g., to AGB’C, but the maximum will sti) specia 
be at the same output, OD. This must always be true as long as the tax remains The 
below 100 per cent on a marginal unit of profits. If the tax is so progressive of a | 
that an increase in gross profits results in a decrease in net profits at high Figur 
levels, the net profits curve would exhibit two maxima, but this case is » are Ii 
unlikely to occur that it is of theoretical interest only. busine 
It should be noticed that the inability to shift a profits tax is only found in a cert 
an industry where entry is restricted. Under either perfect or imperfect com- busine 
petition, where the least profitable firms are making zero profits, a profits expan 
tax on a single industry will eventually result in the winding-up of marginal minin 
firms, a decline in production, a rise in the price of the product and possibly cholos 
a fall in the price of the factors of production. The tax is thus shifted in part powe! 
to the consumer and to the factor-owner. It has been argued that a general the m 
profits tax, however, will not be shifted even in competitive industry, because high | 
the profitability of all industry will be reduced equally and, hence, there must 
will be no inducement to shift from one industry to another. This argument, activi 
however, like that relating to a single firm, assumes that whatever the level less Vv 
of profit, however low, firms will continue to produce at a level of output at than 
which profits are maximized. the m 
This assumption of the universal maximization of profits neglects altogether they 1 
the vital fact that enterprise—the task of making profits—is itself 1 Th 
factor of production that is not only scarce (probably very scarce) but also open 
is not perfectly elastic in supply. The supply of enterprise is a difficult concept Figur 
to quantify because of the difficulty of measuring the “quantity” of enterprise. curve 
Nevertheless it is clear that something like it exists, and is important. of prc 
The assumption that business men are solely interested in maximizing the a pos 
profit of their enterprises contains the further assumption that they are quite is pos 
indifferent about the scale of their enterprises, except in so far as it affects whick 
the total profit. This assumption is almost certainly not true. If we suppos, expec 
for instance, that a business man has the choice of a substantial range of busin 
outputs all of which yield him the same profit,’ it is fairly certain that he troub 
will prefer one output to all the others. If he is extremely ambitious, anxious other 
to be the “captain” of a large and important concern, interested in the prestige relevi 
and power that come from the control of a large business, it is probable that positi 
up to a point he would wish to expand his business even at the cost 0! prise 
smaller profits. If on the other hand he does not care very much for the stress maxi 
and strain that comes from the management of large enterprise; if he has ary | 
wide interests outside his business, and begrudges the time given to it, he Th 
might well prefer a smaller output to a larger even at the cost of a smaller whic] 
profit. In the first case we might say loosely that the supply of enterprise was enter 
‘This assumption might not be far from reality in many cases, if the top of the profs i: 


curve is “flat”—i.e., if the marginal costs and marginal revenues are equal over a certain 
range of output. Recent statistical studies indicate that this situation may be quite commo?. 
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negatively elastic, and in the second case that it was positively elastic. There 


Tes. i; an analogy here between the “backward sloping” and “forward rising” 
» of supply curves of labor, as indeed we might expect, enterprise being only a 
still specialized form of human activity. 


These considerations can be expressed graphically in the convenient form 
sive of a system of indifference curves? on the profits-output diagram. Thus in 
Figures 1 and 2 these indifference curves are shown by the dotted lines. They 
are likely in general to have a U-shape, indicating that at low outputs the 
business man would be willing to expand his business even at the cost of 
a certain diminution in profits, whereas at high outputs an expansion of the 
business is troublesome and risky, and even if higher profits result from the 
expansion, it may not be considered worth the trouble. The position of the 
minimum points of the indifference curves depends, of course, on the psy- 
chology of the business man. If he is venturesome, ambitious for business 
power, and lacking in outside interests—in other words, a Ford or a Carnegie— 
the minimum point of his indifference curves will lie far to the right, at a 
high level of output, though even with the most absorbed man of affairs there 
must surely come some point beyond which he begins to prefer leisure to 
nt, activity and a quiet life to power and dominion. If, on the other hand, he is 
less venturesome, has many outside interests and is interested in life rather 
than wealth, peace rather than power—in other words, a John Woolman— 
the minimum point of the indifference curves will be at a low output, and 
they will soon slope sharply upwards. 

The business man will seek to get on to the “highest” indifference curve 
open to him, which will be the one that touches the profits curve. Thus in 
Figure 1, if ABC is the profits curve the most preferred position on that 
curve will be E, the most preferred output will be OF and the preferred level 
of profits will be FE. It will readily be seen that if the indifference curves have 
a positive slope, E will be to the left of B; i.e., if the “supply of enterprise” 
is positively elastic, the enterprise will produce at a smaller output than that at 
which the profits are greatest—OF rather than OD. This is what we should 
expect: if the earning of profits is troublesome and risky, we should expect the 
business man to stop short of the point at which profits are a maximum, for the 
trouble and risk of earning the extra profits are not worth the gain. If on the 
other hand, as in Figure 2, the indifference curves have a negative slope in the 
relevant region, indicating a “captain of industry” psychology, the preferred 
position, E, is to the right of B, indicating that where the management of enter- 
prise is a positive delight, the output is likely to be greater than that at which 
mars profits are earned, for the pleasures of power are worth some pecuni- 
ary loss. 

The case in which profits are maximized now appears as a special case in 
which the indifference curves are horizontal, i.e., in which the supply of 
enterprise is perfectly elastic. The extent to which this quite unwarranted as- 
sumption underlies the mass of economic analysis, and the extent to which 
it has led to false conclusions, particularly in the field of the theory of taxation 


"I am indebted to my colleague, Professor Gerhardt Tintner, for this construction. 
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1944 
and employment, is insufficiently recognized. The problem of the incidence abso! 
of a profits tax is but one among many. It is clear from the above construction neait 
that a profits tax will affect output unless the supply of enterprise is perfectly athe 
elastic. The direction of the effect, however, depends on the sign of the Th 
“elasticity of supply” of enterprise. ite 

In Figure 1, where the indifference curves are positively sloped, a tax alas 
results in a decline in output. Even a proportionate tax will cause output reaso! 
to decline from OF to OK, J being the point where the net profit curye positi 
AJB’C is touched by an indifference curve. A progressive tax will cause an ages 
even greater decline in output to OH, G being the point where the net profit lust 
curve AGB’C is touched by an indifference curve. The effect of a progressive to the 
tax is to “flatten” the net profits curve, as the deduction is proportionally concli 
greater at higher profits. It is necessary to move back along it further, there- Thus 
fore, before the point of tangency is reached. elastic 
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These results, of course, assume that the indifference curves have approxi- capita 
mately the same slope within the significant range. If there is a pure 100 total. 
per cent excess profits tax—i.e., if all profits above NL are taxed away—the hand 1 
net profits curve will be ALMC, and the point of equilibrium will be |, a5 pe 
ON being the equilibrium output. All these conclusions hold in Figure ?, An 
except that the movement is now the other way: a proportionate tax wil expect 
increase output a little (OF to OK); a progressive tax will increase it more, than 2 
to OH; and a 100 per cent excess profits tax will increase it still more, to ON. expect 

Because of these changes in output, of course, there will be changes in the theref 
price of the product and of the inputs, unless the firm is operating in periect positir 
markets. In imperfect markets the tax will normally raise the price of the a posi 
product and lower the prices of inputs if the supply of enterprise is positively are me 
elastic, and will lower the price of the product and raise the price of inpuls to the 
if the supply of enterprise is negatively elastic. In the former case some o/ the A fi 
burden of the tax will be shifted to consumers and to the factor-owners. I object 
the latter case the tax apparently has no burden, only benefits! By the mys M 


terious alchemy of human nature, not only is the whole burden of the ta 
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absorbed by the business man, but he drives himself to further efforts that 
positively benefit the rest of us: the burden is a carrot in front of his nose 
rather than a load on his back. 

The above analysis holds strictly, of course, as far as incidence is concerned, 
nly to the case where the tax is placed on one enterprise alone. If the tax is 
universal on all enterprises the case is much more difficult to analyze. It seems 
reasonable to suppose, however, that if the supply of enterprise in general is 
sitive, a profits tax will lessen the willingness of business men generally 
‘o engage in business and provide employment at any given level of profits. 
lyst as it is dangerous to argue from the supply curve of labor of an individual 
to the supply curve for labor as a whole, however, so is it dangerous to draw 
conclusions from the analysis of a single business and apply them generally. 
Thus the supply curve of labor from an individual may easily have a negative 
elasticity; but this does not mean that the total supply curve of that kind of 
labor has a negative elasticity, for the elasticity of total supply depends more 
new entrants to the occupation than on the work from each individual. 
Similarly, though the elasticity of supply of enterprise from a particular 
ndividual may be negative, this does not mean that the supply of enterprise 
, general would be negative, for the supply of enterprise in a competitive 
industry depe nds more on new entrants and liquidations than on changes in 
the output of individual firms. 

It is of the greatest importance from the point of view of public policy 

1ow something about the sign of the elasticity of supply of enterprise. 
| am aware of no empirical work on this problem; indeed, there seems to be 
ttle awareness that it even exists. One further consideration may be adduced, 
however, which indicates that the positive elasticity of supply (Fig. 1) is 
by far the most likely case. This is the “principle of increasing risk” pointed 

t by Mr. Kalecki.* If a firm expands its scale of operations with borrowed 
capital, the greater the proportion of borrowed capital to its own equity the 
greater the risk of loss of equity. Thus if a firm with $100,000 of its own 
capital and $100,000 of borrowed capital suffers a loss of 5 per cent on the 
total, this amounts to 10 per cent of the firm’s own capital. A firm on the other 
hand with $100,000 of its own and $900,000 of borrowed capital that suffered 
a5 per cent loss on the total would lose 50 per cent of its capital. 

An expansion of output with exactly the same actuarial value in terms of 
expected profit will, therefore, look much more attractive at small outputs 
than at large. In other words, the larger the output, the greater must be the 
expectation of profit in order to induce further expansion. This risk factor, 
theref re, sod. the business man has a complete gambler’s temperament and 
po y prefers risk, is likely to give the indifference curves of our diagrams 
a positive slope. It would follow that the deleterious effects of profit taxation 
more likely than the beneficial, if the tax is proportioned in some way 
to the amount of the profits. 

A further conclusion may be drawn from the above analysis: that the least 
objectionable form of profits tax is probably the straight “franchise” where the 


M. Kalecki, Essays in The Theory of Economic Fluctuations (London, 1939). 
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amount of the tax is independent of the amount of profit earned. The effec; 
of such a tax would be to lower the whole profits curve by a fixed amount, 
the slope of the curve remaining the same at each point. If the slopes of 
the indifference curves at each output are the same, there will be no change 
in the most preferred output under such a tax, no matter what the slope of the 
indifference curves. Thus in Figure 3, ABC is the profits curve before the 
tax, DEF the net profits curve after a flat tax is deducted. The preferred 
output, ON, is the same in both cases, provided that the slope of the 
indifference curves is the same at E as at B. The possibility of a flat-rate 
tax coupled with a subsidy, or rebate 
from taxation varying with output, or 
some other measure of scale of opera- 
tions (e.g., total sales revenue), 
should not be left out of account 
Such a tax system would have an 
output-increasing effect even under a 
positive elastic supply of enterprise 
Thus under such a system the net 
profits curve (Fig. 3) might be RST 
ourpuT and the preferrec output would rise 
Fic. 3 from ON to OM. In a day when w.- 
employment (i.e., an inadequate 
amount of enterprise) is likely to be the most pressing problem of the future, 
these considerations, abstract as they are, may be worth the attention of the 
policy maker. 
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K. E. Boupinc 
lowa State College 


“The War Labor Board: An Experiment in Wage Stabilization” —Comment 


1. In footnote 3 of her article, “The War Labor Board: An Experiment in 
Wage Stabilization,” Jane Cassels Record’ remarks upon the distinction 
between wage rates and wage earnings, cites a Bureau of Labor Statistics 
article analyzing the change in wages when overtime premiums and the effects 
of inter-industry manpower shifts are eliminated, and then concludes that 
the intent of the wage stabilization program was to stabilize “earnings” ('.<, 
“take-home”) and not “rates.” Hence she proceeds to evaluate the effective- 
ness of War Labor Board stabilization policy and machinery in terms of changes 
in average hourly earnings. 

This interpretation is not only contrary to official interpretation and action 
(see, for example title II of Executive Order No. 9250? and the monthly 


Am. Econ. Rev., Vol. XXXIV, No. 1 (Mar., 1944), pp. 100-112. 


* The first two sections read as follows: 

“1. No increase in wage rates, granted as a result of voluntary agreement, collecti re 
bargaining, conciliation, arbitration, or otherwise, and no decreases in wage rates, shall be 
authorized unless notice of such increases or decreases shal] have been filed with the Nati onal 
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reports of the Board to the United States Senate), but it also runs counter 
to numerous practical considerations: 


bU 


a. Stabilizing earnings or “take-home” would discourage production 
wherever incentive wage plans were in operation. 

b. It would penalize employees who worked considerable amounts of 
overtime for which they received premium rates of pay. 

c. It would radically alter collective bargaining contracts which have 
customarily been formulated in terms of the job rates. 

d. It would greatly complicate the readjustment to peacetime relations. 


Moreover, as the National War Labor Board has pointed out,* the earnings 
‘ labor are significantly affected by several factors over which the Board 


a. The increase in the length of the work week and in the number of 
weeks worked in a year; 
b. The increase in the proportion of overtime hours to total hours 
worked ; 
c. The increase in piecework earnings arising from improvements in the 
efficiency of machinery and labor, better organization of flow of materials 
and technological changes in equipment; 
Shifts of workers into higher-paying jobs for reasons of promotion 
and reclassification; 
e. The migration of workers to higher wage plants and industries. 
Thus the use of gross average hourly wage statistics to evaluate the success 
i the War Labor Board’s wage stabilization program is invalid. 
\n analysis* of the change in factory gross average hourly earnings during 


the first year of wage stabilization (Oct., 1942-Sept., 1943) reveals an increase 


6 cents or 10.8 per cent. However, increase in overtime work is estimated 
have been responsible for 1.9 cents of this amount and shifts in manhours 
between industries for an additional 1.6 cents. Estimates of the effects of the 
other factors over which the War Labor Board lacks control were not feasible. 
Nevertheless their existence must be recognized in any evaluation of wage 
stabilization policy. 

2. On page 3 of her article, Mrs. Record states that, although “the act of 
Congress and the subsequent order of the President did not constitute a wage 
ireeze, the implications were clear that wages were to be stabilized at Septem- 


} 


ver levels except in rare and unusual cases® where nonapproval of adjustments 


W ar Labor Board and unless the National War Labor Board has approved such increases 

lecreases. 

2 The National War Labor Board shall not approve any increases in the wage rates 

Aulng on September 15, 1942, unless such increase is necessary to correct maladjust- 
T inequalities, to eliminate substandards of living, to correct gross inequities, or to 

the effective prosecution of the war.” 

Fifth Monthly Report of the National War Labor Board, September 3, 1943, p. 7. 

Ninth Monthly Report of the National War Labor Board, January 1, 1944, p. 8. 


Italics added 


ed 

he 

has little or no control: 
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would work discriminatory hardship on employers and/or employees, or direc:. 
ly frustrate the war effort.” 

Again we have a significant misinterpretation of the facts. The act 9 
October 2, 1942, directed the President to stabilize wages “so far as practi. 
cable” on the basis of September 15, 1942, levels. But this did not mean thy 
wage adjustments could be approved only in rare and unusual cases. As Mn. 
Record herself points out, Executive Order 9250 issued by the Presiden: 
on October 3, 1942, permitted the Board to approve wage adjustment; 


The 
| 
the ba: 


somew 


if necessary (a) to correct maladjustments or inequalities; (b) to eliminate insinué 
substandards of living; (c) to correct gross inequities; or (d) to aid in the overrit 
prosecution of the war. Numerous wage adjustments were unavoidable. over p 
I do not wish to leave the impression that stabilization of September 15, HR desire 
1942, levels was a meaningless phrase. Quite the contrary. The Little Ste¢| Alth 
formula was intended to set a terminal point for general wage increases and should 
as present efforts of the unions to break it indicate, it has, to a considerable War I 
extent, accomplished that purpose. But as Congress and the President under. made. 
stood, no effort at stabilization could ignore gross inequities between jobs or Certail 
substandard or obsolete wage structures without substantial injury to the Hi inequa 
war effort. Never' 
3. A third major defect in Mrs. Record’s evaluation of the War Labor zation 
Board’s wage stabilization program is found in the concluding paragraph of appeal 
section V, which reads as follows: “Thus have been summarized the Board's 
generous tendencies with respect to extension of overtime and other premium Wa: 
payments, the abolition of race and sex differences as bases for wage difier- 
entials, the elimination of substandards of living. And one is forced to the 
conclusion that these welfare concepts, though admirable in themselves a 
sound and fair labor policies, are not always mutually coextensive with the 
interests of economic stabilization.” Tar 
The thought implicit in this paragraph and the whole of section V is that — 
virtually any wage increase is inflationary and contrary to the interests of 1h 
economic stabilization, particularly when given to the low income groups doen 
“because increased purchasing power disproportionately inflationary in 
the hands of low-wage groups due to their relatively high propensity to W - 
consume.’”® 
This doctrine is a good example of an oversimplification which leads to ”y , 
absurdity. An adequate answer unfortunately would require too much space. aay 
It may be pointed out briefly, however, that the relatively small increase in es 
purchasing power resulting from the abolition of wage inequities based on sex = 
or race discrimination, the correction of substandard wages, and the extensio® ae } 
of vacations with pay and night shift bonuses, is probably more than oilset eee 
as an inflationary factor by the increase in productivity resulting from im St 
proved employee morale, stabilized employment, and reduction of work _ 
stoppages. (Overtime premiums are largely governed by the Fair Labor Stan¢ x E 
*Am. Econ. Rev., Vol. XXXIV, No. 1 (Mar., 1944), p. 109. Even if this generalization $e 
were true, I believe that certain types of wage increases could be amply justified on othe! oe 


grounds. However, the argument, in my opinion, can be met on economic grounds as well. 
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ards act and are therefore not subject to Board control. It is true that the 
Board has approved a certain amount of overtime pay in intra-state business, 
but the total is negligible.) 

There are other aspects of Mrs. Record’s article which may be criticized 
{rs, ev. (1) the attempt to generalize regarding wage stabilization nationally on 
lent the basis of the experience of one of the smaller of the WLB regions, (2) the 


Luc 

somewhat misleading description of the wage bracket system, and (3) the 
sinuation that labor and industry members of the Board have frequently 
erridden the public members in granting wage increases), but I pass them 
over partly because of space and time considerations and partly because of a 
desire to stress the major criticisms. 

Although I have confined myself to criticisms of Mrs. Record’s article, I 
should not like to leave the impression that I believe the wage policies of the 
War Labor Board have been always ideal and that mistakes have not been 
made. No one familiar with the Board, including its members, believes that. 
Certainly the early policy of the Board in regard to correcting inter-plant 
inequalities was loose and required the tightening it subsequently received. 
Nevertheless, examining the Board’s record with reference to economic stabili- 
zation as a whole and to the realities of industrial relations, the result to date 
appears much more favorable than Mrs. Record’s evaluation would suggest. 
MILTON DERBER* 


rd’s 
um Washington, D.C, 
fer- 
Reply 
” I am pleased that my article in the March issue of the Review evoked some 
hat discussion; I regret that it apparently lent itself to misinterpretation at points. 
; I had thought that a clear distinction was made at the beginning of the 
" article be tween wage rates and wage earnings (or “take-home”), and that the 
is succeeding paragraphs made patent the basic premise of the paper. 
: When I was a student in the days before the present war, there was sub- 
stantial agreement among economists that the ratio of purchasing power to 
to available consumers’ goods and services had a great deal to do with the problem 
" of inflation, Because the wage stabilization program was an integral part of 
. “An Act to Amend the Emergency Price Control Act of 1942, to Aid in Pre- 
a“ venting Inflation and for Other Purposes,” and because total wage earnings 


are more significant than wage rates in so far as purchasing power is concerned, 


set particularly when an increasing percentage of the total production effort is 
™ going into the implements of war rather than into consumers’ goods, fluctua- 
vk lions in average hourly earnings are a peculiarly important index, though not 


‘he only index, to the degree of success with which the national inflation con- 
{rol program meets. 


Let us consider for a moment the problem of wage rates. So far as I know, 


The comment above represents Mr. Derber’s personal views only. 
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no attempt has been made to isolate completely fluctuations in wage rates. 
The Bureau of Labor Statistics figures on increases in average hourly earnings 
include such factors as premium pay for overtime and night work, incentive 
plans, upgradings, inter-industry shifts in the distribution of manpower 
changes in the composition of the work force, etc. In my paper I cited a study 
by H. M. Douty in the Monthly Labor Review of November, 1943, in which 
he attempts to correct the BLS figures for overtime premium pay and shifts in 
manpower distribution. The corrected figures show an increase in average 
hourly earnings (manufacturing) of 5.2 per cent from October, 1942, to July, 
1943 (the first 9 months of the stabilization program), as compared with a 
7.3 per cent increase during the previous 9-month period. Although these 
figures include the other factors cited above, Mr. Douty states tht they repre. 
sent “an approximation of changes in average basic wage rates.” Since Mr. 
Douty is employed by the National War Labor Board, it is to be presumed 
that he is conversant with the “official” views on these matters. 

Mr. Derber’s second comment is in reference to my statement of the man- 
date given to the Board by Congress and the President. Exception is taken 
to use of the phrase “rare and unusual.” Let us examine the only bases on 
which increases were to be approved under this mandate. 

First, maladjustments, or the Little Steel formula: When the country as a 
whole is considered, the great bulk of plants in manufacturing had effected 
increases of 15 per cent or more prior to the wage stabilization order. 

Second, inequalities or gross inequities: Although this criterion was abused 
to some extent in the early months of the Board, the November 6, 1942, state- 
ment of policy issued by the National Board was rather strict in its interpre- 
tation. Under the present bracket policy, the bracket minimum, which is 
generally the terminal point for wage increases, is usually set, not at the 
midpoint or weighted average of rates being paid for a particular job ina 
particular locality, but 10 per cent below the weighted average, or at the first 
significant cluster of going rates. The “stragglers” are thus eliminated. Hence, 
presumably only these relatively low wage firms, which would represent 4 
minority, would be able to secure approval for wage rate increases. 

Third, substandards of living: The percentage of workers falling into this 
category would depend upon the definition of the term. If $3,000 per year 
were set as the minimum standard wage, the great bulk of Region IV workers 
would be considered as living at substandard levels. If substandard were de- 
fined in relation to industry and area patterns, a considerably smaller per- 
centage of workers wouid fall into the substandard category! 

Fourth, prosecution of the war: This has been so interpreted as to apply 
only to those “rare and unusual” cases certified to the Board by another war 
agency. 

Mr. Derber’s third point, with respect to the inflationary character 0! 
certain socially desirable practices, is in the same category with the usual plea 
of the individual applicant to the Board who contends that his particular we 
posal for increases could not possibly be inflationary because it would mean only 
2 cents to a hundred people! Evidently Mr. Derber missed that sentence 
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the article which stated, “While each of these increases might be negligible 


ates, 

ings n and of itself, it contributed to the growing fund of increases which in their 
tive accumulative effect were responsible for rising wage levels.” 

wer, Mr. Derber quotes the phrase, “because increased purchasing power is 
udy dispt portionately inflationary in the hands of the low-wage group due to 
hich their relatively high propensity to consume.” He goes on to say, relative to 
s in this whole matter, that this is the kind of “oversimplification which leads to 


absurdity.” I regret that Mr. Derber’s next sentence was to the effect that 
an adequate answer unfortunately would require too much space.” I should 


uly, 
tha have been very much interested in that answer, and I am sure that a substantial 
hese number of the authors of elementary economics textbooks would have joined 
pre- me in that interest. (I also wish that “time and space considerations” had 
Mr. permitted Mr. Derber to elucidate such references as ‘the somewhat mislead- 
med ing description of the wage bracket system.”) 
lo some extent Mr. Derber has fallen into a fallacy which characterizes 
an- much of the current literature about the Board; namely, confusion of the 
ken two distinct and separate questions of (1) whether certain increases are infla- 
on tionary, and (2) whether these increases are desirable, either from the stand- 
point of expediency or from the standpoint of the social good. The mere fact 
aS & that an increase is justifiable on social or morale grounds does not necessarily 
cted mitigate the possible inflationary character of this increase. Some increases in 
rates or earnings are desirable and necessary in spite of possible inflationary 
1sed effects. Properly administered incentive plans might be a good example, where 
ate greater production is encouraged by giving the worker an opportunity of 
Dre: increasing his earnings as he increases his output—though incentive plans may 
h is have inflationary implications where they are used in plants producing tanks 
he ir guns, In the same sense, the social and morale value of shift differentials, 
in a vacations, sick leave, and certain other practices is indisputable. 
But to confuse these matters with the questions of inflationary effect is to 
nce entertain a fallacy, albeit a popular one. 
it 2 With respect to Mr. Derber’s last paragraph, it should be said that eulogies 
are in order for many aspects of the Board’s program—indeed, for its signifi- 
this cant contribution in the price control program, which on the whole has been 
ear notably successful in inflation control by comparison with our experiences in 
cers the last war—but thereby hangs another article. 
de- JANE CASSELS RECORD 
Atlanta 
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National Product: War and Prewar. By Simon Kuznets. Occasional pape 
17. (New York: Nat. Bur. of Econ. Research. 1944. Pp. 54. 50 cents.) 


Studies in Income and Wealth, Vol. 6. By the CONFERENCE ON RESEARCH IN 
INCOME AND WEALTH. (New York: Nat. Bur. of Econ. Research. 1943 
Pp. xiv, 288. $3.00.) 

The necessities of war have called attention to the importance of national 
income estimates in framing government policy and gauging its effects. As an 
over-all indicator of economic activity national income has no equal; and its 
components cover every detailed aspect of the productive system. The publica- 
tions under review comprise eight essays which deal with special problems of 
estimating national income or interpreting income estimates. Three of the 
essays dea' primarily with the place of government finance in the national in- 
come. These are Simon Kuznets’s pamphlet on National Product: War ond 
Prewar, John Lindeman’s chapter on “Income Measurement as Affected by 
Government Operations” and R. W. Goldsmith’s chapter on “Measuring the 
Economic Impact of Armament Expenditures,” the latter two appearing in 
Volume Six of the Studies in Income and Wealth. This volume also contains 
chapters on a variety of topics: “The Concept of Income Parity for Agricul 
ture,” by E. W. Grove; “Significance of International Transactions in National 
Income,” by Rollin F. Bennett; “Forecasting National Income and Related 
Measures,” by F. L. Thomsen and P. H. Bollinger; “A Statistical Study of 
Income Differences among Communities,” by Herbert E. Klarman; and “Ace: 
quacy of Estimates Available for Computing Net Capital Formation,” by 
Wendell D. Hance. Most of the essays are followed by discussion. 

The contributions which are concerned chiefly with the impact of gover 
ment operations betray a cleavage on fundamental questions not only among 
the authors themselves but among the best-known income-estimating agencies 
in the country. Kuznets stands by his payment-price approach to the govem™ 
ment contribution, whereby business taxes are the measure of the service 
rendered. That this treatment, apparently based on a strict benefit theory 0! 
taxation, makes it difficult to deal statistically with the impact of fiscal polity 
seems to carry little weight before the powerful demands of symmetry in { 
treatment of private and governmental contributions to the national income: 


in the 


‘A more detailed evaluation of Kuznets’s views on this subject is contained an 
present writer’s review of Kuznets’s National Income and Its Composition, 1919-1) 
which appeared in the September, 1943, number of the American Economic Review. 
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The widely-used estimates of the Department of Commerce are based on a 
different approach. In estimating gross national product the Department 
makes the assumption that all government expenditures represent final prod- 
icts, hence the total of government expenditures is shown separately as the 

ernment contribution. Kuznets, however, assumes that taxes paid by busi- 
ness enterprises represent intermediate rather than final products, i.e., repre- 
sent services by government to business. But now with the war Kuznets puts 
anew twist on this procedure. He considers only the pre-war level of business 
taxes to be representative of government services to business. He is therefore 
willing to add the increase in corporate taxes to income payments and corporate 
net savings in order to obtain the total national income. The peacetime level 


f business taxes still remains out and as a result the Department of Com- 
merce estimates of gross national product in current prices exceed those of 
the National Bureau. A stalemate seems to have been reached on this point. 


Whatever may be said against Kuznets’s treatment of government finance 
we need not go so far as one of Lindeman’s criticisms. He says of Kuznets’s 
apnroé . there is an implicit assumption in the tax payments valuation 
that the debt will not be repaid. Presumably, collective assent to an appro- 
priation is also collective assent to taxation at some time. Mr. Kuznets ap- 
parently has not distinguished between willingness to pay and the convenience 

f pay ing | later instead of now.” There is not the slightest basis for this inter- 
pretati on. Kuznets treats government as he would a consumer: debt-financed 
expenditure s not embodied in capital assets are considered to be dissaving. 

here is nothing in this treatment to suggest that the debts will not be repaid. 

Lindeman rejects Kuznets’s treatment but goes to another extreme by 
suggesting (following J. R. Hicks) that a distinction be made, in meaning and 
magnitude, between “earned national income,” which would be a money 
measure of factor activity, and “value of the national product,” which would be 
a money measure of the output resulting from that activity. The difference 
between the two would represent the operations of government. He would 
thereby upset the equivalence between national income earned and national 
income produced. Both of his critics, Clark Warburton and M. A. Copeland, 
prefer to maintain the traditional equality between income earned and pro- 
duced. Lindeman’s solution to the fiscal problem is certainly too drastic and it 
carries with it unfavorable and largely unacceptable implications regarding the 


fun ctlon of government. 

Apart from this controversy, Kuznets suggests some correctives to the De- 
partment of Commerce estimates of the increase in real output resulting from 
the war effort. By making allowance for changes in efficiency and in prices and 


yments representing mere property purchases, he finds that the in- 
crease in real output has been “appreciably less” than that shown by the 
Vepartment of Commerce.* Goldsmith’s exhaustive analysis of factors to be 
sen into account in measuring the government impact suggests that even 


‘urther corrections are required. His special contribution lies in emphasizing 


Studie in Income and Wealth, Vol. 6, p. 14. 
“Kuznets, National Product: War and Prewar, p. 32. 
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and clarifying the distinction between the current ratio and the capital ratiy 
in representing the magnitude of the war effort. His suggestion that oppor. 
tunity cost be used in evaluating resources, and the criticism of the suggestigy 
by Clark Warburton, M. A. Copeland and Charles L. Merwin, bring up 
fundamental question which has wide applicability beyond the particular 
context. 

In his discussion of income parity for agriculture Grove opens up the we. 
fare question in income estimating. He has a useful discussion of the choice 
between “income consumed” and “income produced” as a measure of economic 
welfare. He calls attention particularly to the welfare aspects of savings 
what we may perhaps refer to as the “psychic income of miserliness.” Sing 
temporal and interpersonal comparisons of welfare are involved the attempt to 
obtain a definitive parity criterion cannot meet with more than limited success 
Grove’s article does contain, however, an interesting account of the origin and 
development of the ideas of price and income parity. 

Valuable supplementary points are raised by Grove’s critics. A. G. Hart 
emphasizes the possibility of retaliation by nonagricultural interests and he als 
calls attention to the fact that real income is not increased through raising 
prices by reducing production. O. C. Stine raises the broad question of the 
proper amount of agricultural production and equality of opportunity between 
urban and rural communities. M. A. Copeland suggests the possibility of sta- 
bility as opposed to mere parity of income. Julius T. Wendzel puts forward a 
suggestion that parity formulas developed for various significant groups in 
society, with a view to comprehensive and simultaneous application, might be 
a valuable aid in economic adjustment. 

Multipliers, both foreign and domestic, come in for a thoroughgoing sta- 
tistical treatment in Bennett’s article. As if the problem of defining national 
income were not sufficiently involved already, he distinguishes between “na 
tional income,” which represents income accruing to residents of the United 
States, and “domestic income,” which represents income produced in the 
United States. The difference between the two is “supplementary income.’ 
In the theoretical discussion there are a number of occasions on which the 
analysis would have benefited from a fuller recognition of the points raised 
in the large literature which has grown up on the subject. In particular may 
be mentioned the question of time lags (partly considered by Bennett 1 
Studies in Income and Wealth, p. 158), the proper treatment of government 
finance in a multiplier analysis (also partly considered by Bennett, p. 15 
and the more elusive international repercussions which have been the subjec! 
of recent writings on the foreign-trade multiplier. Bennett’s statistical treat 
ment of the foreign-trade multiplier is nevertheless a valuable contributi 
to a subject which will undoubtedly attract more attention in the future. “n 
the basis of his statistical study he draws a significant conclusion concerning 
the predominant expansive influence exerted by exports in the early stage 
of the war. 

Theoretical pretenses are cast aside completely in the description of ! t 
Bureau of Agricultural Economics forecasting techniques as resented 1 : 
Thomsen and Bollinger. They describe a method which works: not necessaril} 
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one which ought to work. It is essentially the method of successive approxima- 
oper. tions well-tempered throughout with human judgment. One of their critics, 
stio Frank R. Garfield, suggests that the income concept used in determining the 
Up a demand for agricultural products be narrowed considerably. Personal taxes, 
cular savings, and possibly even the amounts spent on industrial products might 
be deducted. Charles A. R. Wardwell, the other critic, stresses the importance 
f formulating the basic, primary hypothesis. The success of the B. A. E. 
method raises a question about the extent to which contemporary aggregative 
economics makes a direct contribution to the task of anticipating the volume 
{ national income—in view of the great degree to which constant relation- 
f ships must be assumed if the analysis is to be manageable. In answering this 
question we should take cognizance of the favorable effect which theory might 
exert through influencing human judgment in the right direction. It may be 
noted that Colin Clark’s multiplier work in England met with some measure 
f success as a forecasting device. 
On an entirely different plane, Klarman’s essay attempts to get at the basis 
f the income differences in the North and in the South as disclosed by the 
1935-36 studies of the National Resources Committee. By what is essentially 
a partial correlation technique he finds that the differences arise from varia- 
tions in the size of the community rather than in geographical location. His 
critics, Daniel S. Gerig, Jr., Laura Wendt and Dwight B. Yntema, point out 
that the result is of limited relevance in that the study is restricted to white 
families. Nevertheless, the conclusion is of some importance in offsetting any 
impression which may exist that the regional differences in wages of white 
workers are attributable to the existence of the low-income Negro group in the 
South—unless, of course, a case can be made for any indirect effect which 
this factor may have had by determining the size of the community which is 
1 in the South. 
‘he concluding study, on the derivation of estimates of net capital forma- 
ion, brings us into the inner sanctum of income estimation. Hance discusses 
the task of determining the volume of capital consumption item by item, 
with statistics needed related to statistics available. He defines capital con- 
sumption as “the decline in the current value of durable goods attributable to 
the current expiration of service potential.”* It becomes apparent that sub- 
tracting available estimates of capital consumption from available estimates 
i gross capital formation to obtain net capital formation is like subtracting 
apples from oranges. The remainder is strange fruit indeed. Aside from the 
ual plea for more statistics, the study results in a conviction that a closer 
rrespondence must be obtained between accounting and economic concepts 
i great progress can be achieved in this field. In addition to the 
which Hance raises, attention may be directed to the extremely 
rapid rate of obsolescence of some types of capital equipment with which 
come estimators will be confronted during the year when the war ends. 
~ cannot be brushed aside as an over-all change in capital values and 
‘herefore beyond the pale of national income. 
These publications leave the reader with a feeling of disappointment and 
in Income and Wealth, Vol. 6, p. 245. 
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discouragement in spite of the high quality of the individual studies. Thy 
subject of estimating national income is evidently still in its early formative 
stages, and this despite the large amount of work which has been done qm 
the subject and the many years over which that work extends. Constructive 
contributions to the field are sorely needed and should be welcomed. Thes 
essays represent such contributions and at the same time they attest in , 
striking manner to the unhappy state of the subject. Now that “nationg 
income” has become public property, the sharp differences which exist among 
reputable income estimators on basic and elementary questions, particularly 
on the treatment of government finance, should be a matter of concern to all 
economists. 
HAROLD M. Somers 
The University of Buffalo 


Origins of American Sociology: The Social Science Movement in the United 
States. By L. L. BERNARD and JESSIE BERNARD. (New York: Crowell 
1943. Pp. xiv, 866. $6.50.) 

The present period of stagnation in sociology is an opportune time {or 
historical reflection about its genealogy. In addition to the contribution to 
the history of social thought and of society which it is apt to render, sucha 
retrospect also has fundamental systematic advantages. Every science, par- 
ticularly a new one such as sociology, must continually clarify its scope, its 
methods, and its relations to other sciences by searching into its origins and 
development. Perhaps no other neglect of American sociologists has been s 
detrimental to their science as their failure to give a periodic account of its 
whence and whither. Now for the first time since the publication of Albion 
W. Small’s Origins of Sociology in 1924, the two Bernards have produced an 
ambitious historical study which merits close attention. It may be unfounded 
optimism to expect this book to initiate an historical emphasis in sociology, 
but one must recognize its appearance as a healthy symptom. 

The work deals with the immediate antecedents of theoretical and applied 
sociology in America which are designated as the Social Science Movement 
(1840-1890). On one side, the Movement is shown to have led up to theoreti- 
cal sociology, first on the basis of various social philosophies of the French 
Enlightenment and of Couinte’s positivism, and later by way of the academic 
discipline called Social Science. On the other side, the Movement was affected 
by various reform trends such as the economic schools of Social Science, the 
American Social Science Association, and crystallized in applied sociology 
and social work during the last third of the nineteenth century. Other ante 
cedents of American sociology the authors dismiss as “more remote ait 
philosophical.” They endeavor “to trace the methodology of liberal deme 
cratic ideas” of which the Social Science Movement is chosen as the not 
political epitome of nineteenth century America. The Movement is presented 
as opposed to authoritarianism which stresses “culture, the nation, the folk 
the race, the state”—“in large measure a German product”—and as following 
the English and French liberal democratic traditions of “reason, of natur® 
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jaws, of science, of the individual.” In pursuit of these ideals, the Movement 
reached a climax in the elaboration of a scientifically valid method which was 
to create a social science analogous to natural science. 

[he critical account of the Social Science Movement is treated in several 
stages. It opens with the utopian Associationist Movement (Fourierism) re- 
sulting directly from the European flare of the French Revolution and its 
subsequent radicalism. By the middle of the nineteenth century, the Move- 
ment entered its second phase of systematization as a result of the philosophical 
and methodological influence of Comte’s and Spencer’s positivism. This ap- 
proach was opposed by a revival of the preceding Associationism, but the 
political economists came to its rescue, displacing abstract utopianism by 
concrete economic reformism. Above all, it was Henry C. Carey and his 
school, as well as neoclassicists, such as John Bascom and William G. Sumner, 
who prepared the ground for, or fostered, the American Social Science Associa- 
tion, which was founded in 1865 and functioned for almost half a century. 
From this organization stem many specialized groups such as the American 
Economic Association, the American Political Science Association, the National 
Conference for Social Work, and the American Sociological Society. The 
Social Science Movement ceased to exist at the beginning of this century 
when its aims and methods were absorbed partly by the existing special social 
sciences and, predominantly, by the new specialization called “sociology.” 

In spite of its many merits, this work is not immune from some considera- 
tions which touch its very basis. The authors state their view of sociology 
most clearly in their polemics against what they regard as “unscientific” 
social study. To them sociology is identical with scientific methodology in 
social study, and the origin of sociology, consequently, is equivalent to the 
origin of this methodology. While a logician is entitled to define his concept 
according to his wants, an historian has to evolve it out of all empirical data 
at his disposal. Our authors do not attempt to do so, and the data do not 
support their conception. On the contrary, by reducing the field of sociology to 
a positivistic method, the authors have forfeited the possibility of searching 
undogmatically for the origin of sociology. Moreover, their postulate of 
§ positivism smuggles into sociology the very subjectivism which it purposes to 
banish from it. 

The chief shortcomings of the work result from this positivistic conception 
of sociology. This bias suggested an a-sociological method of investigation: 
Instead of concentrating their analysis on the social and cultural forces which 
caused the rise of the study of society the authors limit themselves to an 
account of selected theories, omitting those which do not fit into the scheme 
{f the “Social Science Movement” and rejecting others which are not awarded 
the positivistic distinction of scientism, An analysis of the historical situation, 
however, would have made it clear that among the roots of sociology in 
America—as in other Western societies and recently even in awakening India 
-were industrialization, urbanization, population growth, social conflicts, 
etc. 

Most symptomatic of the authors’ positivistic prejudice is the central réle 
in American sociology which they attribute to Comte. One may ignore the 
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fact that in his later years Comte modified his early positivism, and that , 
strictly positivistic sociology, therefore, can refer only to the younger Comte 
One also may overlook the fact that the scientific methods and aims of mog. 
ern sociology differ basically from those proposed by Comte. But it is decisiy 
that a recourse to Comte’s positivism betrays the very spirit of speculaticy 
which characterizes the “unscientific” era of sociology and is its heaviest legacy 
in contemporary American social thought. 

In addition, it is very doubtful that the influence of Comte in America 
sociology has really been as strong as our authors assume, in common with, 
widespread current opinion. If an argumentum ad homines is not out of 
order, one might recollect that Charles H. Cooley was of the opinion thy 
almost all in the United States who became interested in sociology betwee 
1870 and 1890 were stimulated by Spencer. Or, “si Sumner a été le premier 
professeur américain de sociologie, c’est Spencer qui lui a révélé sa voie” 
Giddings likewise ‘“estime que l’ouvrage de Spencer, L’Etude de la Sociologie 
fut le premier qui éveilla ]’intérét du public américain 4 la sociologie.” 

It is not this reviewer’s intention to establish a case for Spencer’s dominant 
rdle in American sociology, since both Comte and Spencer are possibly only 
secondary roots. But if, in the judgment of the most eminent American 
sociologists, Spencer’s influence was not less than Comte’s, it seems arbitrary 
to disregard Spencer and to derive American sociology from Comte’s positiy- 
ism. If Comte is the father of American sociology, it is somewhat surprising 
that Lester F. Ward, perhaps the only outstanding American sociologist to be 
inspired profoundly by Comte, is omitted from Origins of American Sociology. 
Since the authors consider many less significant thinkers, they probably do 
not share the view of the leading American sociologist who could “‘trés bien 
concevoir que Comte, Spencer, ou Ward n’eussent-ils jamais existé, la sociologie 
américaine, dans ses grandes lignes, se serait engagée dans la voie qu'elle 
prise.” 

Can it be that Ward is omitted because his psychologism does not quite 
fit into the positivistic scheme of the authors’ interpretation? Is their pos: 
tivistic ethos responsible, as well, for the omission of William James? Is it 
possible also that German Sozialpolitik, especially the Verein fuer Sozial- 
politik and the Kathedersocialists, has been by-passed because it might have 
shown that sociology is more than a positivistic method? Parenthetically, one 
might recall that Small, in outlining The Origins of Sociology, notices Comte 
and Spencer only incidentally, but connects the rise of sociology with German 
historical criticists such as Thibaut, Savigny, Ranke, Roscher, Knies, and 
Schmoller. And further elaboration might have led him to seek the sources 0! 
sociology in other fields of science, such as jurisprudence, psychology, biology. 

Origins of American Sociology has loosened much valuable historical ground 


* Frederick William Roman, La place de la sociologie dans Véducation aux Etats-Unis 
(Paris, 1923), p. 20 n. Cf. also Andreas Walther, Soziologie und Soziolwissenschajien * 
Amerika und ihre Bedeutung fuer die Paedagogik (Karlsruhe, 1927). 

*F. W. Roman, loc. cit. 

* Ibid. 
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but it has not been able to uncover the historical sources of sociology, to arrive 
at significant conclusions about the field and function of sociology, or to 
evidence anew that “sociology has a venerable genealogy” (Small). The 
strong emphasis on scientific method in the social sciences at the end of the 
nineteenth century was a fruitful reaction from the preceding speculativism. 
But one should not be misled by it to the opposite extreme which views 
sociology as nothing but a scientific method, and places it somewhat in the 
position of the emperor in Andersen’s story in which the child, observing the 
monarch while courtiers admire his imperial robes, exclaims: “But look, the 
emperor there is, in fact, naked!” Only a sociology which combines systematic 
principles with a scientific method will be in a position to vindicate the forces 
from which it has risen. 
PHILIPP WEINTRAUB 
Hunter College 


In Defence of the West: A Political and Economic Study. By HERBERT VON 
BeCKERATH. (Durham: Duke Univ. Press. 1942. Pp. xi, 297. $3.50.) 

At a time when publicists, politicians and plenty of social scientists are con- 
fidently proclaiming that the day of the common man is at hand and that war 
and want and unemployment will be seen no more in the land, it is well that 
an occasional skeptic dare raise his voice in defense of old values. In the 
book here reviewed von Beckerath does not hesitate to declare that without 
an aristocracy and without “fear of want and the energies created thereby no 
culture would stand” (p. 8). One the great tasks ahead of us, he adds, is to 
“reconcile the natural claim of everybody to share in the material prerequisites 
for a reasonably comfortable life” with “the social necessity of procuring 
leisure and mental ease for the pursuit of religious, scientific and artistic in- 
terests and for disinterested political service” (p. 17). Democracy and aristoc- 
racy are not incompatibles. ‘““‘Democracy consists in keeping a way to the 
highest forms of spiritual experience open to everybody who is fit for it, 
regardless of birth but not in levelling all education down to mass standards” 
(p. 240). 

To those who talk of freedom and liberty as the great goals ahead von 
Beckerath replies that these are means, not ends. “Education to self control 
and understanding for values comes before liberty.” “There is no education 
worthy of the name in which personalities are not first hardened by endurance 
and trained to codperate for the commonweal and to subordinate themselves 
out of a sense of duty before they are allowed spontaneous self-expression and 
initiative” (p. 239). Science as well as education needs values. “The social 
sciences, and even the natural sciences, need a more or less definite and gen- 
erally accepted set of assumptions about what is basically important in human 
ie and human society and particularly in modern Western civilization. . 
When there is no commonly accepted set of values or when this is disregarded 
scientific effort, the social sciences . . . necessarily must operate divergently 
and olten at cross purposes, and the same will be true for the endeavors of 
individual scholars and ‘schools’” (pp. 118-9). 
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It is quite impossible within the limits of a brief review to do justice to this 
important study. Space permits only a summary of the argument. In sup. 
marizing I have resorted to frequent quotations, for the style and the deep 
sincerity of the author give charm as well as substance to this enquiry jnjp 
the nature of the Good Society. We economists and our students need mor 
works that get beneath the mechanics of our civilization. 

The book is divided into three parts, entitled respectively “The Patten 
of Civilization,” “The Breakdown of Liberal Society” and “The Threefoii 
Problem of Reconstruction.” 

Any civilization, says von Beckerath, possesses a coherent pattern which is 
essentially spiritual. This spiritual element in our Western civilization js 
Christianity. The present crisis is due to the excessive dilution of this Christian 
element. Rationalistic ethics has proved incapable of holding in leash the 
appetites of men. Science has produced production miracles but it cannot 
satisfy unbridled human wants and it does not generate ethical and politica 
controls. It has increased the material interdependence of countries of Westem 
civilization while breaking down their spiritual unity. According to von 
Beckerath, the central question of our time is this: “Can the spirit of the 
West be kept consistent, united, and strong enough to control and discipline 
the economic process, and can its evolution be kept compatible with the struc- 
tural and mechanical necessities of modern economic life?” (P. 37.) If history 
records an affirmative answer to this question it will be because our generation 
succeeds in harmonizing political institutions and tendencies with economic 
institutions and developments. The growing divergence between the two ap- 
pears to the author to be primarily responsible for our present ills. 

The old system of capitalism may be said to have collapsed in 1914. The 
new capitalism built up during the 1920’s bore a superficial resemblance to 
the old one but it rested upon an artificial credit foundation and an artificial 
power foundation (meaning thereby that the old balance of power system 
was destroyed without building up a genuine concert of the great powers), 
and it fell like a house of cards when confidence in the system was shaken. 
For several years pandemonium prevailed. The reconstruction of the nest 
period (1931-39), under new leaders and new ideologies, was increasingly 
directed inward at security within single countries. “Planning” was the word 
for it but unfortunately it was divisive and hence contribvted to the Second 
World War. 

In the last part of his book von Beckerath discusses the prospects of recot- 
structing Western civilization. Assuming a United Nations’ victory, the out 
come appears to him to depend upon economic, moral and political factors 
In the economic field the great task is going to be to harmonize the plans 0! 
the several nations, for nationalism, in his judgment, is a fact that will have 
to be reckoned with. These plans may be either liberal or totalitarian. 

Liberal planning may take various forms. The author distinguishes three 
which he labels “directed and concerted economy,” “planning of resources 
and “balanced economy.” The first form, involving seemingly mild intervet- 
tions, is not regarded as promising. The planning of resources, human and 
natural, seems to von Beckerath in principle at least entirely appropriate ¢ 
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liberal society, justifies a considerable expansion of government functions and 
can easily be utilized for business cycle control. Here as well as in the fourth 
chapter of Part I, entitled “Political Foundations of Capitalism,” we get the 
clearest statement of the author’s position on the important question of the 


= economic functions of government and the appropriate methods of financing 


them. Advocates of planning for balance hold that the state must play a major 
rile if massive unemployment is to be avoided. In the opinion of von Beck- 
erath, the members of this school subdivide according as they rest their case 

: the alleged tendency to chronic oversaving or on the alleged inevitability of 
rice and wage rigidities in modern capitalism. 

Space forbids any attempt at reproducing von Beckerath’s discussion of 
the possibilities and dangers underlying the policy recommendations made by 
advocates of these two approaches to balance. Suffice it to say that the dis- 
cussion is excellent and the skepticism wholesome. As one who shares von 
Beckerath’s skepticism, I would urge the believers to read with particular 
care all of Chapter VIII, “Economic Reconstruction,” but particularly pages 
189-213. 

Totalitar ian planning is dealt with in more summary fashion. The author 

e hope for the democratic way of life in this approach. 

W While von Beckerath would reserve a large and clearly defined place for 
private initiative he none the less regards as inevitable an enormous growth 
f bureaucracy in the post-war state. “It is hardly too much to say that the 
bureaucratic class to a greater or lesser extent will be the leading class of the 
future, above business men and politicians and certainly above the specialists 
f technical and social engineering who now vie with the above-mentioned 
groups for a leading position” (p. 253). Whether this bureaucracy “will remain 
faithful to the spirit of a free constitution depends largely on its general educa- 
tion and system of recruiting” (p. 256). These bureaucracies will have to 
learn to harmonise the conflicting national aspirations of their peoples, for 

n will long be a cultural reality of enormous importance. 

“The sree: of power system offers more immediate hope of preserving 
peace than the Wilsonian dream as incorporated in the League of Nations, 
though the latter must eventually triumph “if a progressive world civilization 

to be preserved.” Meantime, however, the new international society will 
have to be built up bit by bit. “A world state, even in the form of a con- 
federacy with real power, seems still utopian.” 

Given the confusion and exhaustion of continental Europe, its restoration 
and with it the restoration of Western civilization will depend upon a con- 
tinental reconstruction. A European federation preferably on the British 
Empire bg attern is essential. But it will have to be sponsored and tutored for a 
while by the great solid powers outside of it, England and her Empire, the 
a od. States and Russia. This means that England will have to abandon 

t traditional policy of divide et impera on the continent. In place thereof 
von Beckerath recommends a close Anglo-American alliance which would 
serve as a one to gigantic Russia. America’s decision at the closé of 
the war will be decisive. The only hope is that the United States abandon 
its obsolete ‘adil of isolationism, repudiate “the vested interests of private 
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interests and of bureaucratic planners, bent on maintaining a closed, planabk 
system,” and enter intn “active and responsible participation in Europea 
reconstruction, in Asiatic reconstruction, and close economic codperation with 
England and the British Empire.” Under such a balance of power on a conti. 
nental scale, the peaceful adjustment of present differences in political ang 
economic ideals may prove possible. “In the last analysis,” the author cop. 
cludes, “success depends on the spirit of the rising epoch, on a humanitarian 
revival on spiritual grounds, which we cannot command, yet for which we may 
hope and work.” 
J. V. VAN Sicxtz 
Vanderbilt University 


Economic History 


The Early History of Deposit Banking in Mediterranean Europe. Vol. | 
By Payson UsuHer. (Cambridge: Harvard Univ. Press. 1943. Pp 
xx, 649. $5.00). 

Twelve years ago Professor Usher broke new ground with an article on 
deposit banking in Barcelona. With the publication of this volume on early 
credit systems in Mediterranean Europe and banking in Catalonia, the work 
has been pushed at least to the half-way stage. A subsequent study will deal 
with the Castilian banking firm of Ruiz and the history of Italian banking 
“The general chapters in this volume include, however, the broader results 
of the study of all available material.” 

A wealth of data, derived from writings in Catalan, Spanish, French, Portv- 
guese, Latin, German, Dutch, and English, support this straightforward and 
challenging thesis: “Even if we do not extend the history of deposit banking to 
the period before 1200, it is evident that banking played a larger part in the 
social life of the middle ages than is commonly supposed.” Part I (The Struc- 
ture and Functions of the Early Credit System) examines critically a maze of 
legal and historical literature on instruments of debt, currency, commercial 
paper, and credit practices. The generalizations are reinforced at many points 
by reference to published documents and somewhat less frequent citation 0! 
archival data. Part II (Banking in Catalonia, 1240-1723) is based upon 
manuscript materials, the major portion of which come from the Archive 0! 
Municipal History of Barcelona. 

Economists may protest that too much space has been devoted to the 
tortuous evolution of the legal prescriptions surrounding early credit practices. 
Unfortunately, it is not easy to show where the legal process could have bee 
ignored without injury to the general synthesis of economic and other soci! 
forces. The assumption that the law merely followed the dominant wants and 
demands of the business community is too easy a generalization. Thus, al 
though full acceptance of the doctrine of negotiability required a revolution 9 
juridical thinking, reéxamination of the evidence “creates a strong presuai> 
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tion that, prior to 1500, business men were not in any jurisdiction attempting 
to build up a system of circulating credit” by circumventing the characteristic 
non-negotiability of bills and notes. In striking contrast to the modernness of 
certain fundamental usages with respect to currency, exchange, and public 
debts, negotiability emerges slowly, in widely separated commercial areas, 
during the sixteenth and seventeenth centuries. Professor Usher has skillfully 
filled in many of the gaps in the history of negotiable instruments; others 
remain to invite the interest of future investigators. In connection with the 
discussion of formal commercial documents I note the neglect of the Catalan 
notarial archives, which furnish a type of records found useful in the study 
of Italian financial practices. The Archivo General de Protocolos of Barcelona 
has not been inventoried, but for several years historians have been sampling 
its papers (which date from 1300) with good results. 

Private banking developed in Catalonia during the thirteenth century. Al- 
though it is impossible to say precisely when the money changers (cambia- 
dores) became bankers, at least by 1300 they were accepting deposits on 
current account, granting credit without deposit of specie, and furnishing 
personal sureties as well as buying and selling foreign and domestic coin. 
For the fourteenth century, parliamentary laws and municipal ordinances 
furnish the chief evidence of private banking practices; with the rise of 
public banking, at the beginning of the fifteenth century, public records supply 
various classes of primary source material for the study of both aspects of 
the banking business. The present work emphasizes once more the unusual 
richness of the historical archives of Barcelona, though numerous lacunae 
occur at crucial points both by reason of inadequate sampling of available 
manuscripts and the apparent disappearance of others. As Professor Usher 
noted in his earlier work, the municipal bank of Valencia was almost as old 
and possibly as important as the public banks of Barcelona. Similar institutions 
arose in other towns of eastern Spain, and it is unfortunate that no important 
data on these contemporaries of the Barcelona banks have been secured for 
the present study of Catalan banking. 

The Taula, or Bank of Deposit of Barcelona, came into existence partly as 
a result of a “number of unfortunate experiences with the private bankers who 
served as fiscal agents” of the municipality. These incidents, Professor Usher 
points out, were in themselves not decisive. In fact, the scheme for a public 
bank was first presented to the city council by “certain citizens desirous of 
promoting the welfare of the city,” who argued that such an institution would 
create a reservoir of credit sufficient to enable the city to redeem its bonds 
and reduce the burden of debt service. Opened in 1401, the Bank of Deposit 
found it necessary to suspend payments and undergo reorganization in 1468; 
but it is not misleading to say that the institution functioned continuously for 
three full centuries. The political disorder accompanying the Bourbon acces- 
sion clouds the last years of the Bank’s career. Between 1713 and 1715 both 
the Bank of Deposit and the newer Bank of the City fell into the institutional 
scrap-pile created by the abrogation of Catalan autonomy; but the Bank of 
Common Deposits, a giro bank administered by officers responsible to the 
central government, seems to have been salvaged from the ashes of the 
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Municipal banks. Although the details of the transition are not of gryj 
moment, it occurs to me that more definite information on this period might 
have been obtained from the archive of the Audiencia Territorial of Barcelom 

At an early date the Bank of Deposit achieved one of the major objects ¢ 
its creation: refunding the city’s debt in 1403-04, it brought about a reductig 
in the yield on annuities (the favored type of municipal long-term dehy) 
from an average of 5.55 per cent to slightly under 4 per cent. On subsequey; 
occasions of financial stringency it was less successful; for the Bank, » 
instrumentality of the municipal government, followed rather than guided th 
fiscal policies which influenced the loan market. A stationary population, ; 
decline in the relative commercial importance of the region, and wars anj 
political disturbances gave Barcelona unbalanced budgets for long periods 
The suspension of payments by the Bank, the default on debt service, anj 
the forced scaling down of interest and principai in 1640-1660 have a strong 
modern ring and suggest, incidentally, how long we have been in learning 
the rudiments of credit and debt. 

Unless Professor Usher has overlooked important records, which seems w- 
likely, there was no significant objection to the city’s entering the banking 
business. Although the Bank of Deposit acquired within three months of its 
organization a monopoly of certain desirable types of deposits and had at the 
outset exclusive custody of public funds and the duties of fiscal agent for the 
municipality, the scheme was unencumbered by complaints of bankers and 
merchants that public enterprise would ruin private business. The explanation 
of this silence is not obvious, and I wish Professor Usher had paused to 
speculate on the question. Later on the bankers and the merchant guild raised 
effective opposition to the dominant position of public banking, and in many 
respects the public and private banks were held to the level of simple com- 
petitors. Although the early statutes prevented the Bank of Deposit from 
lending to individuals and to public bodies other than the municipality, sub- 
stantial evidence has been found of the setting aside of this rule for the sake 
of permitting overdrafts in favor of private persons as well as the Commi 
ers of the Principality. Private bankers were intermittently permitted t 
maintain accounts at the Taula, and on various occasions the bankers embar 
rassed the Bank of Deposit with excessive demands for cash. By and large the 
facts presented suggest that where there were no clear-cut spheres of publi 
and private enterprise, the influence of public on private banking was at leas! 
not unwholesome. 

The Bank of the City, chartered in 1609, formed an unusual addition 1 
the municipal banking system. Its principal purpose, at first believed to beé 
temporary need, was to furnish a device for absorbing the clipped and ce 
based foreign coin which threatened to drain the Bank of Deposit of standart 
domestic money. Furnished with working capital by the Bank of Deposit an, 
like the latter, directly responsible to the municipal government, the Bank ot 
the City endeavored to insulate the Bank of Deposit from the disturbing * 
fluences of fluctuating tariffs and market values of the heterogeneous mone 
in circulation. Apparently, monetary disorder in Aragon and Catalonia = 
no less severe than in the Spanish regions covered by Professor Hamiito’ 
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tudy of the Price Revolution; and in the judgment of the author, “the new 


Shank at Barcelona enabled the public banking structure to survive a pro- 


racted period of severe currency depreciation.” This part of the discussion 
is supported by text and tables showing the available information on Catalan 
oins, with weights, fineness, and tariffs at varying intervals through the 


Sfourteenth to seventeenth century; but sufficient data have not been found 


for a systematic study of the volume of coinage in the Catalan mints during 
this period. 

\t least one reader appreciates the long glossary, in which the author 
defines Catalan technical terms, buttressing most of the definitions with apt 
— and translations from contemporary uses in the manuscripts 
consulted. This appendix also includes extensive notes on the structure of 
sewer and regional government in Catalonia—an interesting experience 
in regional autonomy and functional representation which has not yet been 
ny appraised, Professor Usher’s bibliography, besides furnishing a 

nmary of the voluminous manuscript materials embodied in the research, 
supplies a working guide to the study of coinage, banking, interest, ex- 
change, and accounting history. I should like to pass over the mechanical 
errors in the bibliography with a perfunctory notice of their commission, but 
they seem to me unpardonably numerous. The following title, for instance, is 
hardly translatable: “El Valor des las Monedes Corrieron en Castilla Durante 
el Regno Isabel” (p. 615). Patriotism may lead some readers to conclude that 
the Harvard University Press has sent to war a platoon of proofreaders 
familiar with the gender of foreign nouns, cognizant of the conventions of 
accentuation, and sympathetic to the orthographical preferences of the Span- 
ish Academy. 

ROBERT S. SMITH 

Duke University 


The Wisconsin Pine Lands of Cornell University—A Study in Land Policy 
and Absentee Ownership. By PAuL WALLACE Gates. (Ithaca: Cornell 
Univ. Press. 1943, Pp. ix, 265. $3.50.) 

Economic historians and land economists have for some while been apprecia- 
tive of the work which Professor Gates has been doing on the history of 
\merican land disposal and settlement. His writings, published in many 
journals, have been characterized by careful documentation and thoughtful 
interpretation. What is also impressive to an economist is that Gates has 
always insisted that histories of land policies are ill-conceived if they are 
not directly related to present land problems. When Gates scolds his fellow 
rians for their failure to follow this principle, one is inclined to suggest 
perhaps Gates himself should really be classified as “historical economist” 
rather than as “historian.” 

In his new book, Professor Gates follows his own advice. The book is 
more than a detailed exposition of the land speculation activities of the 
founding fathers of the university at Ithaca. It has so much more than the 
history of the pine lands of Cornell that the volume is more accurately de- 
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scribed by its subtitle, “A Study in Land Policy and Absentee Ownership,” 

Professor Gates does relate the local history of the founding of the uni. 
versity by Ezra Cornell and the New York state legislature, and he describe 
the deal by which the institution was put in line to benefit from any increay 
in the price of the land purchased with its scrip. He faithfully records thy 
activities by which the Cornell trustees codperated in a scheme to rig a white 
pine monopoly, held onto their Chippewa River timber, fought against the 
ambitious development programs of the settlers, and finally disposed of their 
properties at a profit of over five million dollars. 

The story of these machinations really serves, however, to form a consistent 
thread which ties together the unfolding of events of broader dimensions, Gate 
gives a good account of some basic conflicts in national land policy concepts, 
of the effects of the land scrip device on land settlement and tenure, of the 
private and social hazards of land speculation, of the financial and organiz. 
tional characteristics of the lumbering industry, and of the problems of local 
government finance created by inadequate land policies. In his treatment of 
these important economic issues, Gates makes a definite contribution to the 
development of land economics, to an understanding of our present land 
problems. He also renders a service in several of his footnotes by pointing out 
areas of investigation to which further research attention should be directed, 

And withal, Professor Gates’s book reads, in large part, like a novel. This 
effect is no doubt due both to Gates’s ability as a writer and to the Cornell- 
Wisconsin story around which he builds the larger analysis of land policy 
and absenteeism. This story is in itself one of considerable interest to all who 
have a special concern in either the university or the state of Wisconsin. 

Professor Gates, a member of the faculty in history at Cornell, maintains a 
thoroughly objective point of view even as he digs into the seamy side of 
the actions of those who participated in the Cornell timber land speculations. 
Old school-tie emotions intervene only toward the close of the book as Gates 
urges the brothers of the bond to “cherish the memory of their founder's wis 
dom in undertaking the great land venture in Wisconsin.” But the final sen- 
tence is a further reminder that they should not “be unaware of the cost of 
the investment fo the State of Wisconsin.” 

This is a book of high quality and considerable importance. 

LEONARD A. SALTER, JR 


University of Wisconsin 


Essays in American Economic History. By Fritz Repiicw. (Ann Arbor: 
Edward Brothers. New York: Stechert. 1944. Pp. v, 199. $2.00.) 

A student of history ofttimes encounters in his peregrinations personalities 
and events so intriguing as to be irresistible. This author evidently was diverte? 
from his main purpose—the explanation of early American banking and ect 
nomic theories—-to retell, in the first of four essays, the story of a truly 


markable man, Eric Bollman. Born in Hanover in 1769, Bollman studied 


medicine, but before he could begin practice went on a journey which marked 
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the beginning of an adventurous life. Wherever he went, he was welcome in 
the highest circles; a thinker, business man, unofficial diplomat, and adven- 
turer, he moved restlessly from one endeavor to another. In his first travels 
he arrived in Paris and was admitted to the salon of Madame de Staél. 
Sympathizing with the predicament of the royal family and the aristocracy 
during the French Revolution, he aided French political refugees, including 
Talleyrand, to escape to London. Later he was jailed for an abortive attempt 
to free, by force, Lafayette from prison at Olmnitz. 

After regaining freedom he left for America, arriving January 1, 1796. 
Here he made the acquaintance of Nicholas James Roosevelt and Alexander 

Hamilton who introduced him to President Washington. He married a daugh- 
B ter of Nixon, a wealthy merchant, and entered the importing business. After 
refusing a government appointment by Jefferson, he joined Aaron Burr’s en- 
terprise, apparently without realizing its treasonable character. Leaving ad- 
venture, he practiced medicine in New Orleans for a few weeks, later returning 
to the life of a common laborer in Philadelphia at four dollars a week. He 
promoted a flour mill and a dyeing plant, and then engaged in the refining 
of platinum. It is during this period that he found time to publish his 
Paragraphs on Banks favoring the recharting of the first United States Bank 
(1810) and his Letters to Alexander Baring (1811), and a paper on American 
monetary problems (1812). In 1814, he returned to England, meeting among 
others the partners of the Baring Brothers Company, the Secretary of the 
| Royal Academy and Lord Castelereagh, urging them to make peace with 
America on liberal terms. He soon was in Vienna renewing his acquaintance 
with Talleyrand and working with Prince Metternich. He planned steamship 
lines on the Danube, but failed, tried to promote Austrian-American trade, 
to revamp the Austrian currency system, and to sell six French-built warships 
to the United States. In a brief stay in this country he wrote on a plan to 
improve our monetary system (1816). Returning to London, he started a 
chemical company and continued his writing by publishing three pamphlets in 
1819 (p. 60). On his return from a trip to South America to arrange a loan to 
Bolivar, he died at Kingston, Jamaica, in 1821 from a tropical disease, ending 
a career rich in experience but, for a man of his ability, meagre in results. 
Thus the story of the man transcends in interest, to this reader at least, the 
economic theories of Eric Bollman, the thinker. 

In the second of Redlich’s essays, on Mercantilist Thought in Early Ameri- 
can Banking, a similarity is shown between early American banking theories 
and the mercantilistic theories of Sir James Stewart. The putative connec- 
tions between the two sets of ideas are not, however, well established, and 
although the author claims to have shown a connection (p. 124) it seems 
to be extremely tenuous, resting, as he says, on the acceptance of his philoso- 
phy of history. While the service performed by the author in bringing these 
hypotheses together is altogether admirable, still it seems wise not to sub- 
stitute philosophy of history for historical data. Whether these data would 
prove the connections claimed, we cannot know. In particular, the theory and 
practice of making bank loans on real estate and other fixed assets seems, in 
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the absence of proof to the contrary, to be more readily explained by the fac 
that fixed capital assets were the chief security available for coinage int; 
money via loans, than because the banks held particular theories derived from 
mercantilistic writers. Subsequent studies’ have shown that the commerci 
banking theory was honored more in the breach than in the observance eyey 
in very recent times, and as late as 1925 Congress encouraged this practic: 
further by amendments to the national banking act. Mercantilistic ideas haj 
little to do with these changes. 

The third item—Essay on Free Banking—brings together the literatyr 
dealing with banking developments from 1830 to the Civil War when state 
banks with inadequate capital and excessive and unsafe note issues aboundej 
all over the country. The core idea of free banking was that self-interest and 
the requirement of specie redemption would limit the volume of note issues 
That this conception was inadequate was revealed when self-interest wa 
used to attain personal advantage at community expense through the spawning 
of banks and the proliferation of note issues which later caused losses to the 
general public. Free banking was an antimonopoly movement as well as a 
device for promoting liberal investment in new enterprises when monied 
capital was unwilling to take new risks. The author discusses the ideas of lead. 
ing writers, including those of John MacVickar, of Columbia, and shows the 
resurgence of the safety motif when the dangers of free banking came to be 
realized. Not much is said here of the recent Keynesian hypothesis concerning 
this period of our history: that wild-cat banking promoted the development 
of the West because it was a means of increasing the quantity of money ayail- 
able for risk-taking purposes when conservatively inclined holders of cash 
were hesitant to invest. 

The final essay is on A National Debt Is a National Blessing, a statement 
originating with Alexander Hamilton to justify his funding operations, but 
later repudiated by him as a statement of principle. The mercantilistic notions 
regarding the use of government obligations as a medium of exchange are 
discussed. The author also shows how slogans expounding the beneficence o 
debt were used to encourage bond sales during the Civil War and to justify 
deficit financing since 1930. The reader certainly must conclude, however, 
that little insight is afforded by the authors cited into the real economic and 
fiscal issues relating to the national debt. 

On the whole, these essays provide instructive reading to the student of 
monetary and economic history, reminding us of the relativity of economic 
slogans, not to say of economic doctrines. 
WALTER A. Morton 


University of Wisconsin 


* Moulton, H. G. “Commercial banking and capital formation,” Jour. Pol. Econ., Va 
XXVI (May, June, July, Nov.), pp. 484-508; 638-663; 705-731; 849-881. 
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National Economies 


Soviet Labor and Industry. By LEONARD E. Huspsarp. (London: Macmillan. 
42. Pp. viii, 315. $3.25.) 

When some of Hegel’s contemporaries drew his attention to the lack of 
relation between his theories and realities, his answer was: “So much the 
worse for the facts.” 

Many American observers of the Soviet system refused to see the facts if 
they did not fit in with their established preconceptions. The “Maginot Line” 
of anti-Sovietism began really to crack only under the impact of Russia’s 
truly magnificent resistance to the nazi military might. The undeniable fact 
of Soviet Russia’s economic progress has caused a revision of cherished views 
and estimates. This change in American public opinion, which has a tendency 
to swing erratically from one extreme to the other, has brought about in 
recent years an avalanche of enthusiastic reports concerning all things 
Russian: indiscriminate condemnation has been replaced by indiscriminate 
exaltation. 

Mr. Hubbard’s book has the advantage of having been written before the 
nazi invasion. It provides, like his previous publications (on Soviet money, 
trade and agriculture), a balanced review of the Soviet system in operation. 
The book contains but few excursions in the realm of theory and is largely 
descriptive. To be sure, a theoretical summation of the Bolshevik revolution- 

ycle that is nearing its completion and consolidation presents a formid- 

ble task. It is obvious that the simple formulas of Marxism-Leninism are 

inadequate and obsolete as an explanation of the peculiarities and complexi- 

ties of the present Soviet economic system, the product of a realistic com- 
promise between rigid dogma and the imperatives of survival and success. 

Mr. Hubbard’s analysis of the economic structure and the living conditions 
in tsa Soviet Union is based on official Soviet sources and on casual personal 

bservations. His facts and figures give a reliable, detailed and vivid picture 
of the Soviet system prior to the nazi attack. It is regrettable that he has chosen 
in too many cases to omit specific references to the sources of his information. 

The book discusses a wide range of topics, including a brief chapter on 
conditions under the Czarist régime, the period of “war communism,” the 
Soviet planned economy, taxation and wages, Soviet trade unions, the stand- 
ard of living, the labor market, the réle of women in Soviet industry; it also 
contains attempts to appraise the Soviet state, the constitution of 1936, the 
role of Jews in Soviet Russia, and the gradual appearance of what Mr. Hub- 
bard calls “a bureaucratic elite.” 

In his survey of “war communism,” Mr. Hubbard contends, with good 
reason, that it was not meant to be just a civil war expediency. The real cause 
of the astounding shift to the so-called NEP (new economic policy) in 1921 
was “the utter failure of ‘war communism’ to find acceptance among, the 
masses.” Stalin’s economic policy during the thirties showed a similar vein 
of concessions to stark realities, The disappearance of unemployment under 
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“war communism” despite the complete collapse of industrial activities finds a 
satisfactory explanation in the fact that conditions in the cities and othe; 
industrial areas were even worse than in the country and brought about a 
mass exodus to rural areas to escape starvation. Unfortunately, Mr, Hubbard 
did not include in his study an analysis of the interesting experiment in the 
so-called “worker’s control,” which preceded the wholesale nationalization of 
Russian industry in the summer of 1918: it was a failure of considerable 
scientific value that deserves a thorough examination. 

The history of Soviet labor and industry is a story of adaptation of utopian 
dreams to the stubborn dictates of efficiency. By the painful method of trial] 
and error the Soviet leaders were compelled to graft ideologically alien devices 
of the hated capitalistic system to make their own noble experiment work. 
Thus, for instance, the principle of equalitarianism in the remuneration of 
workers has been discarded so completely that its advocacy at the present 
time is considered by the Kremlin a counter-revolutionary heresy. Appeals 
to unselfishness and to proletarian conscientiousness proved of little effect 
in the desperate attempts to increase labor productivity. Labor turnover 
became phenomenal. Steep wage differentials, piece work, premiums, and 
other material inducements, as well as stern disciplinary measures, had to 
be introduced in the socialistic state to make even a rough fulfillment of the 
ambitious economic Five-Year Plan possible. 

Trade unions under the Soviet régime differ radically from unions in the 
Western world. Originally, according to Lenin’s conception, they were sup- 
posed to protect the workers against their own government that has become 
the greatest monopolistic entrepreneur in the world. Under Stalin they have 
been converted into loyal and docile servants of the party and of the state. 
They take the lead in raising the productivity of labor, promote “socialist 
competition” for greater and better production, help to break records of 
output, hail the Stakhanov system of labor rationalization and, generally 
speaking, train the workers to serve best their employer—the state. 

Mr. Hubbard believes that ‘today industrial management bears a strong 
similarity to capitalistic management. Even recent legislation concerning the 
status and duties of foremen has approximated them to factory foremen in 
a capitalistic enterprise.” The principle of industrial administration by com- 
mittees, which was in accord with the theory of socialist democracy, was 
abandoned long ago as impractical. It is probably not an exaggeration to say 
that a director in a Soviety factory has nowadays in many ways greater 
authority over the workers than his capitalistic counterparts. 

In the puzzling question of the Soviet standard of living, Mr. Hubbard 
has reached the fair conclusion that conditions prior to the war were 
“unusually good” compared with 1930, but were still lagging far behind 
capitalistic standards, However, the absence of unemployment in the Soviet 
country at the very same time that millions of workers in the West, including 
this country, were on relief, must be taken into account in making such & 
comparison. Nor should the so-called “socialized wages” be minimized in a0 
appraisal of the Soviet standard of living. Another intangible in a proper 
appraisal of the Soviet economy is the often underrated conviction and pride 
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of the Soviet worker that he is living in the only socialistic country and is by 
this very fact a pioneer of world socialism. 


Systematic indoctrination and not only coercion and fear of coercion, 
sat the root of the willingness of Soviet trade unions to endorse legislation 
t made the Soviet worker even in peacetime less free and perhaps more 
loited” than the American worker in wartime. The startling decree of 


June, 1940, has lengthened the working time from seven to eight hours a 


nd from a six-day week to a seven-day week, without additional com- 


pensati mn. Mr. Hubbard asserts that as a result of this overnight change “the 


Soviet government now gets about seven weeks’ work in a year from every 
rker for nothing.” The same law made quitting a job without special per- 


mission a punishable offense. 


Mr. Hubbard’s analysis of the postulates and limitations of Soviet eco- 
nomic planning is illuminating. He emphasizes that planning in the Soviet 
suntry is an obvious necessity, as there remains no alternative when all 

nal wealth is owned by the state and the whole economy is operated or 

y controlled by the government. The tremendous achievements of Soviet 
lustry both in peacetime and in the course of the gigantic war are before 
yes. While Mr. Hubbard may be guilty of oversimplification when he 
eclares that “the whole of the Soviet economic system is founded on 
adaptations of capitalistic methods” (p. 249)—he is certainly justified in 
his contention that “planning does not remove all the difficulties and problems 

{ capitalistic government while introducing some new ones peculiar to 
sel!” (p. 240). There is a certain plausibility in his observation that “Soviet 


the lower strata of the price structure and allowing market conditions to play 
an increasing part” (p. 242). This observation fits in the general tendency 
Soviet economic legislation toward decentralization and greater 


| analysis of some Soviet taxes accounts for Mr. Hubbard’s observation 
rowing income discrepancies in the Soviet Union. He has no doubt that 
the income of the Kolkhozniki (members of codperative farms) is considerably 
lower than the average industrial wage and ventures the questionable pre- 
tion that “the Russian peasant will disappear and the population will 
consist of an industrial and agricultural proletariat” (p. 270). The newly 
emerging “bureaucratic elite” tends to widen the gap between the low income 
majority and the high income minority of the population. Time may show 
whether this trend will degenerate into a revival of classes or castes, as 


\r 


‘ir. Hubbard seems to believe. 

The study would have gained in compactness had Mr. Hubbard abstained 

rom more or less irrelevant excursions into political prognostication. (On 
508 he foresees “a progressive curtailment of the rights of the masses,” 
1 page 310, just two pages later, he predicts “some liberalizing of the 

viet form of government.”) As a whole, however, the book is a highly 

lormative contribution to the literature on Soviet economic and social 

stitution 

Though he is not an apologist of the régime, Mr. Hubbard shows a sincere 
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effort to depict objectively both its assets and its liabilities. The study of 
Soviet experiments and experiences, their successes and errors ought to be 
helpful to us, especially in the post-war period when we will be faced with 
the necessity of a more rational approach to our economic problems ip 
general and to the thorny issue of industrial relations in particular, 
Boris M. StAnrietp 
Columbia University 


The Nazi Economic System—Germany’s Mobilization for War. By Ort 
NATHAN, (Durham: Duke Univ. Press. 1944. Pp. ix, 378. $4.00.) 


With utmost scholarly care and thoroughness Dr. Otto Nathan in his The 
Nazi Economic System examines how Germany prepared for war in the years 
1933-1939. Basing his analysis on careful documentation from German 
sources, he considers in detail the important organizations and techniques 
used by the nazis in building up a military economy which he defines as 
“the over-all planning super-imposed upon capitalism for military objectives.” 

After examining the techniques of control over agriculture, industry, banks, 
labor, and prices, and after summarizing the methods used in obtaining funds 
for the military economy, he comes to the conclusion that nazism is not 
capitalism in the traditional sense; not state capitalism; not socialism; and 
not communism. It is, rather, “a combination of some of the characteristics 
of capitalism and a highly planned economy. Without in any way destroying 
its class character, a comprehensive planning mechanism was imposed on an 
economy in which private property was not expropriated, in which the 
distribution of national income remained fundamentally unchanged, and in 
which private entrepreneurs retained some of the prerogatives and responsi- 
bilities which were theirs under traditional capitalism. This was done in a 
society which was dominated by a ruthless political dictatorship.” 

Despite the fact that the book is limited to pre-war years, it still provides 
some of the essential information for an understanding of the nazi economy. 
Although the nazis have taken a series of steps, particularly since 1941, to 
reorganize and improve the war economy, no basic changes were made, as is 
demonstrated by the following summary of events in recent years. In order 
to promote efficiency, the government replaced the cost-plus pricing system 
for government orders by a system of uniform and group price, thus exerting 
pressure for rationalization of firms. At the same time the excess profits tax 
was liberalized so as to provide an incentive for increased output for those 
concerns producing for the government at the lowest group price. The 
Ministry of Armaments and Munitions was reorganized under Speer, who 
was given supreme responsibility for the production of arms. Nation al 
compulsory peak cartels were set up for five branches of industry. Formatic 
of these Reichsvereinigungen reflect a desire to rationalize the cartel system, 
to create cartels where cartelization lagged, to allocate raw materials in a 
more direct manner and to use the cartel as an instrument for organizing 
joint or community production. Cartel leadership was turned over ‘0 = 
most powerful and efficient industrial groups. The integration of ™° 
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Chambers of Industry, Handicraft, the regional Economic Chambers and the 
regional groups into forty-two District Economic Chambers for each party 
r Gau simplified the organizational structure. New rulings of the 
tellen (Federal Boards) which control raw materials abolished pre- 
ious exemptions from controls, and penal provisions for false statements 
were made more severe. Sauckel was appointed General Deputy for Labor 
pply and as a party “boss” and industrialist was expected to enforce 
maximum utilization of the labor supply and speed the recruitment of 
foreign labor for work in Germany. His appointment meant a more drastic 
application of earlier measures. Everything was the same, only more of it. 
The chapter on the effect of the military economy on civilian consumption, 
unlike the rest of the book, contains a comprehensive statistical summary of 
results. On the basis of a careful examination of changes in income and 
nsumption in Germany, Nathan concludes that the expansion of pro- 
ive capacity, full employment, longer hours, changes in techniques, 
ationalization, etc., led to an increase of national income of at least 30 
per cent for 1938 as compared with 1929. Wage and salary earners, including 
the unemployed and the pensioned, received a smaller share of the rationed 
product in 1938 than in 1929, but “all the available information tends to 
indicate that the real income and consumption of the German people 
improved greatly in comparison with 1932.” If we compare this with what 
happened in the United States war economy, the results do not appear so 
unusual. 

In regard to food consumption, of great importance in determining the 
uration of the war, Dr. Nathan agrees with other experts that the full value 
{ per capita food consumption for German workers in 1937-1938 was only 
5 per cent below that of 1927-1928. This position has held out surprisingly 

lso for the war years, which are beyond the scope of the book. This 
is true because Germany lowered the consumption of occupied countries, 
verted substantial production as well as utilization of crops from feed for 
k to food for human consumption and lowered the qualitative com- 

on of the nation’s diet. 

Dr. Nathan should apply his scholarship and analysis in another book to 
the problems raised by the nazi spoil of Europe as well as to the other 
conundrums which are connected with post-war Germany. What kind of 
program would enable the United Nations to redress the balance of economic 

lopment as between Germany and the rest of Europe? What line of 

action would create conditions whereby fundamental changes in 

ganization and conduct of German economic and political life would 

the removal of all National Socialist elements? How can we make 

le the repetition of the long series of acts by which Germany in 

of peace was converted into a war economy and placed in a position to 
ind sustain a war of aggression? 

hypothesis which might be suggested by Nathan’s book is that the 

nging out of Prussian militarism as the main element in German life 

vaich must be absolutely destroyed is an inadequate expression of our war 

‘im. It may leave an avenue of escape for the aggressive forces not covered 
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by this term. The nazi régime brought about profound changes in the distri. 
bution of political power in Germany. Industrial concentration and the 
totalitarian integration of the German economy for war led to distribution of 
power in which political control rests not so much with the Prussian mij. 
tarists and nobility but rather with the nazi hierarchy, the interests of heavy 
industry located in western and central Germany and in Upper Silesia, and 
the nationalistic elements of the middle classes and the “intellectuals.” 
MAXINE Y. Swezzy 
Washington, D.C. 


Financial Burden of the War on India. By C. N. Vat. (Bombay: Author 
Univ. of Bombay. 1943. Pp. 140. Rs. 4.) 


At the very outset, Professor Vakil makes it clear that one of his objectives 
is “to expose [the] myth about British generosity to India.” In attempting 
to do this, he very ably shows the effect of British and Indian war expendi- 
tures on the finances of the country. His facts are well chosen and serve as a 
valuable aid to an understanding of India’s financial and economic condition. 
He also leaves no doubt as to the prevailing Indian attitude toward the 
“burden” which the war has forced on India. 

The author prefaces his chapter on war expenditures in India with the 
significant observation that “war expenditure in India is not necessarily war 
expenditure of India or for the defence of India.” One is left with the 
impression that India has little at stake in this war and, from the Indian 
point of view, the Financial Settlement (the arrangement by which war 
expenditure is divided between the United Kingdom and India) is far from 
settled. 

Among the “burdens” which the war has thrust upon India, inflation and 
its attendant ills are held to be among the most detrimental. (Professor Vakil 
was largely responsible for drawing attention to inflation in India with the 
publication of The Falling Rupee in January, 1943.) There can be no dis- 
agreement with his conclusion that “. . . inflation started in India some time 
ago and that by now it has reached serious proportions. . . .” Attributing 
inflation largely to the method by which Allied war expenditures in India are 
financed, he recommends that “. . . the British and American Governments 
should either pay us in goods and gold or raise rupee loans in the country 
from the people of the country to finance their requirements.” Or “they may 
also achieve the same object by liquidating their assets in India and by 
converting them into rupees.” ; 

One of the most striking things about this book is that in the short tume 
since its publication in July, 1943, a number of ideas advanced by the 
author have been acted upon. Perhaps chief among these is recognition 0 
the part of at least some British thought that India “. . . is, in fact, bearing 
the whole of the real burden represented by combined Indian and British 
Government defence expenditure” (The Economist, October 2, 1943) = 
the sterling which has been given in exchange for rupees cannot now be use 
to supply goods which have been given up in favor of war goods. 
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Since the publication of the book there has also been an extension of the 
various efforts at inflation control, such as the partial financing of Allied war 
expendi tvres with gold instead of sterling, and the issuing of the Hoarding and 
Profiteering Prevention Ordinance in October, which brought stocks and 
prices of practically all consumer goods under control. Also subscriptions to 
government loans have increased phenomenally. The results of these efforts 
have been encouraging as the upward trend of wholesale prices came to a halt 
in June, 1943, and prices have since remained fairly steady. 

In January the government released figures giving the total expenditures 
in India for defense and supplies as divided between the British and Indian 
governments, a step which should meet, at least in part, the author’s com- 
plaint that India is kept in the dark as to the proportion of war expenditures 
It IS paying. 

Finally, the Finance act of 1944 calls for heavier income taxes in the 
higher brackets and relief for those in the lower income levels, a measure 
which should meet with the author’s hearty approval. Also, an increase in 
the compulsory deposits made in connection with the excess profits tax fulfills 
he suggestion that all excess profits should be immobilized. 

The facts and figures recorded in the Financial Burden of the War on India 
are no longer current, but they serve a useful purpose to all who are interested 
n Indian finance. 

A. KEARNS-PRESTON 
Washington, D.C. 


Economic Systems; Post-War Planning 


The Crisis of the National State. By W. FrrepMAN. (London: Macmillan. 
13. Pp. x, 198.) 
The author of this thoughtful little volume believes that the end of the 
national state is at hand. He believes that the national state has been the 
characteristic feature of an important period of modern history. By national 
state he means the state which rests on a unified nation and which possesses 
sovereignty. He does not ‘enter into the complex controversies which have 
raged over this concept,’ but asserts that “juristically, the State as the 
supreme legal authority in modern national society can no longer be a 
tter of controversy.” Thus, he continues, “the attribute of the national 
te, national sovereignty, means the fundamental impossibility of an 
ternational legal, political and economic order, as distinct from temporary 
balance of power, alliances or international agreements. . . .” 
Friedman, who is Quain Lecturer in Laws, University of London, then 
traces in Part II, the decline of the national state. He intends it to be “a 
| analysis of the forces which, from different directions and with different 
jects, have undermined the national State.” (It is a curiosity of this British 
book written against a background of German scholarship, that the 
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word “state” is capitalized throughout.) First he shows how the self-determing. 
tion of nations conflicts with the needs of a strong state. Here he effectively 
contrasts the situation in France, Britain and Spain which “were able tp 
establish a strong centralized government, before national movements coul; 
disrupt the structure of the State,” with the newer states where the conflic 
between the needs of the state and the desire for cultural diversity begot g 
crisis. 

One answer to the difficulties is to expand the national state toward an 
imperial one. Quoting Carr, Friedman develops the theme that “nationalism, 
having attained its first objective in the form of national unity and ind. 
pendence, develops almost automatically into imperialism.” He puts forward 
a rather convincing argument in favor of the contention that the fascists. and 
more especially the nazis, really are the destroyers of the national state, With 
Rauschning, he holds that “every essential factor of national cohesion js 
deliberately destroyed in Hitler’s idea of the new society.” Instead of sucha 
society they seek a new functional society which cuts across nations and 
determines the position of groups and classes according to functions. It is a 
hierarchical society. “The society of the Nazi empire is planned as an inter- 
national class society.” And again: 

The Nationalist (sic) Socialist Empire is an empire politically and economically directed 
from Germany, based on a homogeneous structure of government, law and social life, 
under the supervision of the Gestapo and its agents, with dominant and subject classes 
These classes are racially determined in so far as Germans will form the core of the 
dominant Nordic stock and all Slavs are condemned to slavery, while people such as 
Dutch, Swedes, Norwegians, perhaps French, and possibly Britons, might be given a 
chance to assimilate themselves, once they have thoroughly embraced the right creed 
But racial stock forms only the basis of selection. The actual classes of the new society 
will be bred and educated by rigid selection and under iron discipline, so as to be fit to 
fulfill the allotted function, and regardless of descent. The new empire is entirely 
conceived on the basis of a functional society which cuts right across national divisions 
and separates people within one nation. 


This extended quotation is given to show what seems to this reviewer the 
mainstay of the author’s argument. He proceeds, of course, to develop his 
theme in other, more familiar directions. (Incidentally, there is a marked 
lack of familiarity with American literature bearing on his problems.) He 
minimizes the rise of nationalism in the Orient, and insists that it is merely 
the first step, and that beyond it lies the international solidarity of “oppressed 
classes and peoples.” I doubt whether this view would be accepted by most 
close students of the situation. Certainly the author’s estimate of the Chinese 
situation, where he believes the feud with the communists to be ended, i 
rather out of date, as is his estimate on Palestine and Zionism. 

In an interesting chapter on Marxism, he traces the relation of working 
class ideology and policy to the national state, and concludes that while rs 
has developed an increasing attachment between the two, “recent devel 
ments are reviving certain aspects of international proletarian soli darit y. 
The middle classes, on the other hand, have been abandoning the national 
state of which they once were the principal supporters. This view follows the 
general position taken by Marxists, but implements it by brief sketches 0! 
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the military class, the intellectuals, the bureaucracy, the white-collar workers 
black-coated, he calls them) and the peasants. These sketches amount to 
little more than obiter dicta, highly questionable in part, and certainly lacking 
adequate evidential support. The page on the peasants is particularly weak, 
and neglects available, more detailed analyses. The analysis of the business 
man’s role is much more careful, and leads Friedman to the conclusion that 
the modern business man is torn between his allegiance to the national state 
and “many international interests and alignments.” This often is not realized 
by these groups subjectively. “The great majority of those who are today 
instrun ental in the abandonment of the national state profess to be national- 
ists,” Fr iedman could have adduced some interesting recent illustrations from 
the records of our anticartel prosecutions. 

Friedman then proceeds to an interesting evaluation of current international 
ideologies He groups them into six, besides the Marxist: the Fascist Inter- 
national, the ideal of collective security, the multi-national state, the Federal 
Ideal, the Rights of Man ideology, and the Grossraumordnung. All these he 
ses as attempts to transcend the order of the national state. He seems to be 
sympathetic to all but the Fascist International, for even the Grossraumord- 

though coined as a semantic symbol by an apologist of the nazis’ 
New Order, is a universal trend, exemplified by the Soviet Union, America, 
and the Far East, as well as the European continent. “The decisive feature of 
these new super-national formations is their compact character, the ‘inner 
lines of communication.’ ” He believes that the British Empire will break 
under the strain of these new power groupings. “For Britain herself, the 
eventual alternative would be between closer association with the European 
t the American Grossraumordnung.” 

But not the discussion of these continental consolidations—for that is what 
this five-dollar term means—but rather Friedman’s analysis of the multi- 
national state seems to this reviewer to be his most interesting contribution 
in this chapter. For it is based upon the author’s conviction that it is the 
Soviet Union which provides “by far the most important contribution to the 
toblem of nationalities.” Basing his analysis primarily upon Sir J. Maynard’s 
alysis i debe Russian Peasant (1942) and upon the Webbs’s Soviet Com- 

muni e believes that the Soviet Union has reverted to a system more 
milan j in Asia which combines strong centralization of government with 
cultural autonomy for subject peoples. But he also insists upon the leveling- 
up of the different nationalities of the Union and insists that others have 
something to learn from it, though “to what extent the social creed of the 
Soviet Unio mn will spread is not a matter to be discussed here.” Friedman’s 
discussion of the Rights of Man, federalism and collective security seems less 
interesting, because the important work done in this country in these fields 
apparently is unfamiliar to the author. 

After summarizing his analysis, Friedman finally turns to the problem, 
central indeed to his entire analysis, of the need for a readjustment of values. 
‘It has been the object of our study to demonstrate how the most diverse 
forces of our time, political ideology as well as strategic planning, dictator 
power politics as well as monopoly capitalism, the making of empires by 
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conquest as well as the common man’s desire for peace and security, ar 
compelled to look beyond the national state.” It is not a question ,j 
nationalism versus internationalism, but of what kind of internationalisy 
“The issue between the highly organized international class empires ¢j 
National Socialism and of the Rising Sun and an international society of 
free peoples remains urgent and uncompromising.” Friedman is laudably 
clear and specific in saying: “No alternative international organization of 
free peoples can be built on solid foundations unless it can transfer to its ow 
service the loyalty and enthusiasm of service which the national state has 
commanded in the past.” “Nationality can no longer provide a basis for the 
State.” 

It would appear that the author would like to see a large-scale international 
organization, provided with adequate power for insuring collective security, 
but balanced by a strong measure of decentralization and regional association 
in continental groupings, the whole permeated by the higher law of the 
Rights of Man. To the many who share this conception in whole or in part 
his vigorous demonstration of the demise of the sovereign national state should 
be a welcome aid in clarifying their thought. To be sure, on this side of the 
water, similar analyses have been made from a variety of approaches, but 
“the truth needs many mouths to proclaim it.” 

CaRL J. FRIEDRICH 

Harvard University 


Business Cycles and Fluctuations 


Mobilizing for Abundance. By RoBpert R. NATHAN. (New York: McGraw 
Hill. 1944. Pp. xviii, 228. $2.00.) 

This is a very popular exposition of a very simplified version of the familiar 
Keynes-Hansen theory of oversaving. The argument runs entirely in broad 
ageregates—effective demand, saving and investment. The author is imbued 
with boundless optimism. He believes that a free enterprise economy ca 
successfully function, if only the government, in order to maintain effective 
demand, takes measures to reduce private saving, stimulate private investment 
and to fill the remaining gap by public spending. The proposed measures 
concern taxation, social security, capital exports, government spending. The 
author believes that nothing he proposes is in any way incompatible with 
free enterprise economy. 

Diagnosis, prognosis, therapy are very, very simple, straightforward and, 
in the opinion of the author, not open to doubts. There is, of course, 0 


also no 


room in a popular discussion for theoretical intricacies. But there is al 
mention of alternative explanations of crises and depressions. There are om 
or two fleeting allusions, but no discussion of problems of price and wage 
policy, of flexibility and rigidity of wages and prices, of mobility of labor and 
similar questions. 
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Professor Pigou, in an important article in the Spectator (November, 
1943), has pointed out that we shall be faced after the war with a mal- 
distribution of resources which will not lend itself to being cured by the 
easy and agreeable medicines prescribed in Mr. Nathan’s book. He referred 
‘9 partial unemployment, concentrated in particular (depressed) areas in 
contrast to general unemployment as we had it during the early thirties. He 
drew the conclusion that the area covered by policies which confine them- 
slves to regulating aggregate effective demand is much more restricted than 


the proponents of these policies believe. There is no mention, let alone an 
adequate discussion, of such complications in Mr. Nathan’s book. There is 
no discussion of the rate of interest or interest elasticity of investment 


{nd the same is true of the possibility of the danger of a post-war 


Is it not likely that an economist who ignores all these issues will find 
himself after the war in a position similar to that of many generals and 
military strategists at the beginning of the present war, who were very well 


prepared for the last war (or for the mext war), but who had no ready 
answers to the questions posed by the particular war they had to fight? 
Similarly, economists like Mr. Nathan may be well prepared for the depres- 


sion of the 1930’s or the 1960’s, but not for the economic troubles with which 
they will be confronted in the later 1940’s and 1950’s. 

The author probably finds his conscience sufficiently consoled by one or 

general remarks like this: “There are countless problems dealing with 


wage rates, maximum hours of work, profits and other incentives, monopolies, 
new corporate financing . . . and hosts of other fields which now have 
important economic influences. They are not discussed in this volume 
because it is believed that if the over-all economic environment essential for 
full employment is present, many of these problems will diminish in im- 


portance. Those that continue to be significant can be handled much more 
efficiently and soundly under prosperous conditions than under an unsound 
environment” (p. 227). 

The author is certainly right that partial depressions and other special ills 
re easily dealt with, if a general deflationary spiral is not permitted 
levelop. But the matter is much too complicated to be disposed of with a 
few vague remarks like the one quoted. What is the use of such over- 
ied pronunciamentos, anyway? That a popular exposition and not a 
ic treatise was intended is no excuse for leaving out essential matters. 

by cutting out numerous repetitions, enough room could have been 
r a rounded analysis. 


_Inits present form, the book can only mislead the superficial reader. The 
thoughtful lay reader who is assailed by doubts is bound to ask many of the 
questions on which the book is silent. If the book is meant as an antidote to 


wtra conservatism which regards government spending in depressions, social 
security, nd other policies of maintaining effective demand as not much 
pa than bolshevism, it could, again, impress only the unthinking but 
‘ataly convince the thoughtful. 

If after the war our economy is confronted by problems other than over- 
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saving, as may very well be the case (and as will almost certainly be the cay 
in most other countries for years to come), the easy cures will be eithe 
ineffectual or positively injurious (inflationary). In the latter case, supp). 
mentary anti-inflationary measures such as price control, rationing, alloc. 
tion will have to be maintained or reimposed. All that would discredit the 
proposed policies in the eyes of many people and make it harder to apply 
them later when a situation arises where they are really needed. 
G. HABERLER 
Harvard University 


Money and Banking; Short-Term Credit 


Central Banking Functions of the United States Treasury, 1789-1941. By 
EstTHER Rocorr Taus. (New York: Columbia Univ. Press. 1943. Pp. xi 
313. $3.50.) 

It is commonly known that the Treasury since 1933 has had important 
instruments of monetary control under its direct supervision and also that it 
has taken a leading part, to say the least, in policy decisions without regard 
to the instruments to be used. Perhaps it is less well known how important 
the Treasury’s influence has been in the past. It is the purpose of Dr. Taus’s 
book to show that the present position of the Treasury was not attained 
suddenly but that it is the product of a historical development beginning 
with the establishment of the federal government. 

The first part of the book deals with the period prior to 1846, when the 
Treasury kept its balances largely in the form of bank deposits. This is 
followed by a group of chapters dealing with the central banking activities 
of the Independent Treasury System. The next three chapters consider the 
influence of the Treasury upon Federal Reserve policy down to the Great 
Depression. The last chapters take up the monetary measures of the govert- 
ment to aid recovery during the thirties and their effect in placing monetary 
control largely in the hands of the Treasury. 

Even during the early period, Mrs. Taus believes, the Treasury occupied 
an outstanding position in the money market. At times it came to the 
assistance of individual banks in difficulty, and it influenced the reserves of 
the banks generally by varying its deposits with them. Also, changes in the 
government debt had a monetary significance since, among other reasos, 
public securities were used as a substitute for specie in certain transactions. 

The Independent Treasury System, Mrs. Taus states, was established witt 
the idea of severing the connection between the Treasury and the banks, but 
actually it very much increased the power of the Treasury over the credit 
structure. Since public balances were now held in the form of specie, ay 
variation tended to change bank reserves in the opposite direction The 
common procedure for releasing cash to the market before 1863 was for the 
Treasury to purchase government securities. After that time balances wet 
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held partly in specie and currency and partly in deposits, so that bank 
reserves could be increased either by purchasing securities or by increasing 
deposits at the expense of Treasury cash holdings. 

Though there were Secretaries, Mrs. Taus thinks, who took a narrow view 
of their duties, most of them realized the monetary implications of the 
Treasury’s operations and devised various techniques, not only to prevent 
those operations from creating fortuitous disturbances in the money market, 
but to regulate credit in a positive way. As time went on the trend was toward 

itive regulation. As regards the pre-1914 era, Treasury intervention in 
the money market was greatest, Mrs. Taus believes, under Secretary Shaw 

)7). Shaw not only used existing methods of influencing the money 
market, but he devised additional ones, such as changing the collateral 
requirements against public deposits in order to release government bonds 
for securing national bank notes. And he went so far as to recommend that 
the Treasury be given discretionary control of the note circulation and of the 
reserve requirements for deposits. 

The Federal Reserve System was also originally intended to free the banks 
the exigencies of war finance, the Treasury assumed direction of Federal 
Reserve policy. And, in her opinion, it continued to have a major, though 
somewhat diminished, influence upon policy until 1929 with a view to 
facilitating the government’s refunding operations. Then, as part of the 
recovery program in the thirties, the Treasury was given monetary powers 
of such magnitude as to place it in effective control of policy. Furthermore, 
because of the drift toward a planned economy, the Treasury is likely to 
continue in control of monetary policy in the predictable future. 

There are many points in the book which it would be interesting to discuss, 
ut it will be possible to consider only a few of them. With regard to the 
mechanics of the Treasury’s influence on the money market during the 


nineteenth century, Mrs. Taus frequently reasons that an addition to 
reasury deposits with the commercial banks would serve as an easing 
influence even where the addition arises from a surplus of revenue over 
expenditure and where no net release of Treasury cash occurs. Individual 
banks in distress might be aided in this manner, but there would be no aid to 


the market generally. In fact, in so far as there was any perceptible effect 
at all it would be contractive, since an increase of Treasury deposits would 
tend to reduce the liquidity of the public and the banks. Exception should 
so be noted to the author’s view that the Treasury largely determined Fed- 
eral Reserve policy through the decade of the twenties and that the principal 
aim of policy then was to further the government’s refunding program. The 
statements of the Federal Reserve officials of that period do not seem to 
upport this view. Also, it is difficult to see how the Treasury could itself 
produce a general fall in the long rate of interest during the twenties by 
means of reducing the debt out of surplus revenue. 

But I believe the author’s main conclusions are sound: that the Treasury 
‘xercised important central banking powers during the pre-Federal Reserve 


*fa—even though it did not serve as a lender of last resort—and that there 


a 
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has long been a general, though not even, trend toward Treasury contro] ¢ 
monetary policy. Her study helps us to understand how our banking systep 
functioned even as well as it did during the nineteenth century, and it lex 
us see the Treasury’s position today in clearer perspective. 
ELMER Woop 
University of Missouri 


Sound Policies for Bank Management—A Discussion for Bank Officers anj 
Directors. By Ropert G. RopKey. (New York: Ronald Press. Pp. xiy, 
224. $4.00.) 


In the volume under review, Professor Rodkey has made a definite cop 
tribution to the literature of bank management. His book has two outstanding 
merits. First, and most important, it contains a cogent and lucid exposition 
of the management policies he suggests. Secondly, the book is brief enough 
(some 200 pages) so that the average busy bank executive may feel it worth 
while to take the time to read it. Rodkey has wisely refrained from including 
a mass of material which might easily creep into a volume of this sort, but 
which is already adequately covered in other published sources. 

The book is divided into five parts: central problems of bank management, 
liquidity, solvency, public relations, and interrelationships of topmost ma- 
agement. Part I is a general summary of major bank management problems 
and policies which are discussed in detail in the later parts of the book. 

Part II, dealing with the subject of liquidity, is concerned with the siz 
and nature of a bank’s asset reserves. Primary and secondary reserves are 
defined in the usual manner and the question of their proper size is discussed 
The case is then made for a tertiary or “investment reserve” to increase stil 
further the bank’s liquidity. This reserve is to consist of the highest grade 
securities with maturities, evenly spaced, of from two to six years. As the 
two year securities come within a year of maturity they are transferred | 
the secondary reserve and a corresponding amount of six-year maturities 
added to the investment reserve. 

With regard to the minimum size of these three types of reserve, Rockey 
bases his estimates on the amounts that would have been necessary to meet 
the withdrawals and bond declines of the great depression, in other words 
amounts sufficient to maintain liquidity under the worst experience of earliet 
years. 

Part III is interesting and important, but cannot be given detailed cor 
sideration here. It deals with the size and management of the permanent bond 
portfolio under peace and war conditions, with loan policies, with liability 
reserves and their proper handling, and, lastly, with the capital account—is 
size and investment. 

Part IV, which is devoted to public relations, is concerned with bank 
statements and reports, service charges and personnel problems. A good ded 
of stress is placed on the desirability of giving to the public fuller informatio 
concerning the affairs of the bank than now appears either in the average 
published bank statement or in the majority of annual reports to stockholcers 
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y bases his case for more complete information on the assumption 
if a bank is in sound condition, both the stockholders, existing and 
tive, and the public as represented by depositors would be benefited. 
that all the smaller depositors are completely protected by deposit 
ce but the larger business deposits are not. The larger business enter- 
rnish the banks with their most lucrative deposits and have a right to 
tinent information in selecting a bank or banks in which to place their 
rmation which a bank with nothing to hide might well give to them. 
juestions of service charges and personnel problems are next treated 
ich the usual fashion and, while important in a treatment of manage- 
policies, do not require more than mention in the present instance. 
rt V is devoted to a discussion of the board of directors, its proper 
tions and relation to the immediate management by the bank’s officers. 
Appendix A contains a condition statement of the type which should be in 
the hands of directors at their meetings, and Appendix B contains excerpts 
from a monograph by Dr. J. Brooke Willis on financial reports of com- 
mercial banks. 
Three features of the book call for emphasis. The first is the suggestion for 
tment reserve.” Second, the greatly increased importance of invest- 
analysis in modern banking is properly recognized. Lastly is the plea 
ore adequate information regarding individual banks. Also, this volume, 
levoted chiefly to peacetime policies, recognizes the influence of the 
esen ergency and treats certain topics under both war and peacetime 
conditions. The banker will find a careful perusal of the book well worth his 


FREDERICK A, BRADFORD 
Lehigh University 


International Trade, Finance and Economic Policy 


tative Trade Controls—Their Causes and Nature. Prepared by Gortt- 
) HABERLER AND MartTIN Hitt for the Economic, Financial, and 

ansit t Department of the League of Nations, Geneva. (New York: 
bia Univ. Press, 1943. Pp. 45. 50 cents.) 


This short study is one of a series being prepared by the Economic, 
ial and Transit Department of the League of Nations with a view to 
bt ) “the elimination of all forms of discriminatory treatment in 

temational commerce” and to “the reduction of tariffs and other trade 

' These objectives, long advocated by the League of Nations, have 

more recently been endorsed by the governments which have become parties 
‘0 the Mutual Aid (Lend-Lease) Agreements. 

The term, “quantitative trade controls,” calls most definitely to mind 


import and export quotas. Quota systems, however, have frequently been 
Closely related, either as supplementary or alternative arrangements, to the 


BR 1044 
af 
stem 

los 

; 

OD 

and 

and 

xy 

CcOn- 

ding 

11100 
ough 

rth 

h + 

ent 

nt 
man. 
man 

] ™ 
S are 
ae time and etiort. 
s the 
ed 

meet Uuant 

| 

hond 

pond 
bility 
+ 

ane 

tol 

erage 


610 THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


control of foreign trade through the requirement of import or export permis 
or through regulation of foreign exchange transactions. All such arrang, 
ments are properly regarded as involving quantitative control because undy 
them the volumes or values of particular imports or exports are officially 
fixed. Tariffs and subsidies, on the other hand, may be considered nop. 
quantitative controls; they do, of course, influence, but they do not fix. th 
volumes of trade in various kinds of goods. This study deals more particularly 
with import quotas but is intended in a general way to analyze the reason; 
for, and consequences of, the application of quantitative controls in the mor 
general sense. 

The authors refer briefly to the use of quantitative trade controls during 
the First World War when these were used for special purposes, such as to 
conserve shipping and to prevent the movement of goods through neutral to 
enemy countries. This type of control was also employed by some countries 
particularly the new and truncated states of central and eastern Europe, 
during the period of severe dislocation that followed the war. Even in central 
and eastern Europe, however, quantitative controls of trade were gradually 
abandoned with the introduction of tariff systems considered appropriate for 
the various countries and with the achievement of a measure of political and 
financial stability. For a period after 1925, therefore, quantitative controls 
represented in no part of the world the main obstacles to trade. Such 
restrictions continued to be applied to a few commodities in several countries 
but even these were being whittled down in importance. 

The movement away from quantitative trade controls was, as the authors 
point out, reversed with the depression. When several countries introduced 
this type of trade restriction on a large scale in 1930 and 1931, the arrange- 
ments were, however, still regarded as emergency ones. Several food-importing 
countries of western Europe introduced import quotas to protect their agr- 
culture from the drastic fall in world prices; similar restrictions were intro 
duced by several predominantly agricultural countries on account of balance 
of payments difficulties. Further impetus was given to the use of quantitative 
trade controls when, in the latter part of 1931, Great Britain and other 
countries allowed their currencies to depreciate in terms of gold. Several 
countries that maintained the gold parities of their currencies introduced of 
extended import quota systems to limit the competition in local markets 0 
goods from depreciated currency countries. 

Not until the middle thirties did import quotas, licensing systems, and 

exchange control attain a place among the accepted instruments of commercial 
policy. They then came to be conceived as integral parts of recovery programs 
Their appeal in this connection lay in the view—to which some suppor is 
given by this study—that quantitative trade controls enabled countries 
independently to adopt reflationary and unemployment relief programs wa! hich 
could not have been pursued in the absence of more precise control o! f foreign 
trade than non-quantitative measures afforded. Quantitative trade controls 
tended to become more or less chronic also because of the importance they 
assumed in commercial bargaining. Such regulation permitted countries " 
make the quantities of specified imports admitted from particular source 
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depend jent on special concessions 5 for their exports. Thus, quantitative controls 
becam e incorporated with a network of bilateral agreements. 
n nee countries this type of restriction doubtless constituted in the 
eceding the outbreak of the present war the most serious obstacle to 
:tional trade and it was also the basis of highly discriminatory treatment 
orts from different sources of supply. This study indicates that the 
ple of equal treatment as generally understood almost inevitably be- 
comes a dead letter in the face of such restrictions. It is for these reasons 
that the elimination of such methods of trade control, or at least some much 
less irresponsible application of them than was common before the war, is 
to improved international commercial relations in the post-war 
n addition the authors believe one of the aspects of quantitative trade 
ls to be that they “constitute a much more serious interference with 
ndividualist economy based on the price mechanism and free enterprise” 
tariffs and subsidies. This is because with the latter, prices of com- 
in exporting and protected markets retain their flexibility under the 
of varying market conditions; however, where quotas, import and 
icensing, or exchange control systems are the effective restrictions on 
vement of goods in international trade, adjustments of quantities to 
circumstances can be made only through official action, Thus with 
tive restrictions, international trade becomes the object of continual 
ital supervision and determinations. 
) the outlook for the future, the authors apparently believe that 
trade controls are likely to be quickly abandoned after the war 
oncerted action is taken by the major powers to meet the problems of 
of national economies from war to peace. In the longer run 
currency and economic stability and the expectation of a 
rable peace are prerequisites to the restoration of an international trade 
ee of detailed government supervision and regulation. They suggest 
bility and the likelihood of such a peace are dependent in turn 
iboration between the great states to prevent or arrest deflationary 
the opinion of the reviewer, this outlook is justified and it is 
that it be appreciated. 


LoyLte A. Morrison 
United States Tariff Commission 


Public Control of Business; Public Administration; 
National Defense and War 


The Independent Regulatory Commissions. By R. E. CuSHMAN. (New York: 
Oxford Univ. Press. 1941, Pp. xiv, 780. $5.00.) 

he title of this volume is rather misleading. It is both less and more than 

the independent regulatory commissions. There is little considera- 

perations of these agencies or appraisal of their performance and 
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accomplishments in terms of their functions or otherwise. On the other hang 
although “this study,” to use the author’s words, “deals with the problem: 
of the independent regulatory commission” (p. 4), it actually undertakes 
cover a great deal more territory.” The resulting impression of conglomeration, 
however, is not alone a matter of the coverage attempted. It is also one of 
organization.* With qualifications, perhaps, for the British experience, mos 
of the material could have been used to develop a well-integrated discussion 
or analysis of the problem or problems constituting the essential theme of 
his study. Instead, various aspects and phases of these problems are scattered 
through the first half of the book in connection with the discussion of th 
individual commissions in addition to his analysis of these problems in 
Chapter VI and the four concluding chapters. Sections or subsections relating 
to aspects of the “merger” or “separation” of powers, “independence oj 
commissions,” “personnel,” “planning’* and the like are repeatedly and 
bewilderingly interspersed with similarly repeated subsections or sections 
entitled “background,” “legislative history,” “topics and issues,” and “content 
of the legislation.”* In the single chapter on the Interstate Commerce Con- 
mission there are nearly sixty of these sections and subsections, only eight of 
which appear in the table of contents. 


* The “problem,” it develops, is a somewhat hydra-headed one. There are (1) problems 
of a constitutional and legal nature, (2) problems of the independence of these regulatory 
agencies, (3) the problem of the merger of incompatible powers, (4) problems relating 
to the structure and personnel, and (5) the problem of what administrative techniques 
and procedures are best adapted to carrying out any specific program of regulation on 
which the government decides to embark (pp. 11-13). 

*In addition to the study of his “problems,” he wished to present (a) “a comprehensive 
and accurate survey of the legislative history of the independent regulatory commission 
movement” (p. 13), yet at the same time (b) “more the history of an idea and a method” 
(p. 14), (c) to put “on record the more important facts about the independent regulatory 
commissions as they now exist” (pp. 15-16), (d) to present a bird’s eye view of the 
British administrative agencies (p. 16), and (e) “a rapid-fire summary of the highlights 
of a study of the American state commissions by another author” (p. 16). 

* Points (a), (b), and (c) in the preceding footnote are to be found substantially in 
three chapters devoted to a discussion of each commission, agency by agency. This, with 
two brief introductory chapters, takes up the first half of the book. These five ch 
are followed by one on constitutional status, assumed to be point 1 of his “problems” 
The continuity is then broken by a 20-page chapter on the state commissions, ((¢) in & 
preceding note), and 185 somewhat irrelevant pages on the British experience ((d) above 
After these digressions the author returns at last to his “problem” or “problems” in fou 
concluding chapters ((2) to (5) above). 

“For example, sections or subsections on some aspect of the merger of powers apped! 
in the discussion of the Bituminous Coal Commission, National Labor Relations Board 
Shipping Board, and at three points in the discussion of the Interstate Commerce Com 
mission. There is one section or subsection on either the personnel of the commissions 0 
boards or on the qualifications of members under the discussion of the Interstate Lom 
merce Commission, Federal Reserve Board, Federal Power Commission, Shipping Board, 
and two of them under the discussion of the Bituminous Coal Commission. 

*For each of the ten commissions there is usually one or more (depending upon 
number of statutory enactments) sections or subsections on (1) “background o! legisla- 
tion,” (2) legislative history (with special emphasis on the author’s problems), (3 topics 
and issues in the hearings and debates, (4) content of the legislation, (5) proposas for 
changes in the functions, structure, and organization, etc., etc. 
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Although the first half of the volume dealing separately with each of the ten 
commissions is easily the most interesting part of the volume, it contains some 


® rather extraordinary, not to say glaring, omissions. It is not apparent that 


any of these agencies, still less which ones, possess (1) the power to require 
reports, (2) to prescribe uniform accounting systems, or (3) except for the 
Trade Commission, effective investigatory authority. 

The power to conduct investigations with its necessary legal implementation 
and the power to require reports have rather commonly been regarded as two 
of the most important powers of any regulatory agency. Both powers were 
given to the Interstate Commerce Commission by “An act to regulate com- 
merce”® and this initial pattern has been followed in the Trade Commission 


and other statutes. Primarily it is through the exercise of these powers that 


the agency procures the information essential to successful regulation. With- 
out either of them the agency is practically’ stymied so far as obtaining 
information is concerned. With only one of the two it is still badly handi- 
capped.° 

One of the results of these omissions is that the extension of the reporting 
powers of the I.C.C. to the private car lines goes unnoticed. There is no 
legislative history of the report-requiring provision of the Federal Trade 
Commission act and consequently no indication of the probably profound 
effect on that agency had its organic act retained earlier proposals for 
mandatory annual reports from large corporations® and the authority to 
prescribe a uniform system of such reports.’® Finally, there is omitted all 
consideration of the scope and limitations of the report-requiring power 
although the constitutionality of the delegation of this power in the case of 
the Trade Commission remains unsettled. 

At page 187 Professor Cushman attempts to summarize the investigatory 
authority of the Federal Trade Commission and subsequently discusses 
investigations by that Commission (pp. 218-20). Space does not permit 


12 and 20, Public No. 41 approved Feb. 4, 1887. 


tirely because with the passing years more and more information has become 
on a cooperative and voluntary basis. 
the complaint of the Commissioner of Corporations, Annual Report, 1911-12, p. 14. 
on 9, H.R. 15613, Union Calendar No. 174, p. 13, April 14, 1914, accompany- 
Report 533, 63rd Cong., 2nd sess. 
April i4 draft referred to in the last footnote calls attention to another 
Where the author obtained his version of the origin of the unfair competition 
186-87) he alone knows. Facts of record are that certain members of the 
ttee dissented from the majority (April 14) draft of H.R. 15613 because 
e to prohibit unfair competition and that this prohibition was contained in 
60 introduced on April 14 by Congressman Stevens, one of these dissenters, 
nendments of even date by Congressman Lafferty to the majority bill. 
ews and Minority Report, H.R. Report No. 533, 63rd Cong., 2nd sess., 
14, Pts. 2 and 3 and appendix to Pt. 3 showing draft of H.R. 15613 as 
e Union Calendar 174, ibid. 
_ The High Court dodged the fundamental issue of the power delegated. F.T.C. »v. 
\iaire Finance Co., 274 U.S. 160, 47 Sup. Ct. 553, 71 L. Ed. 978, argued and reargued 
celore the Supreme Court and not decided for more than three years after the initial 
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quotation of the statute but the summarization is patently inaccurate. Alyy 
inaccurate is his discussion of that power.’? His conclusion as to the Scope 
of the Trade Commission’s power of investigation is substantially identical wii, 
that voiced by that staunch conservative, former Commissioner W, 5 
Humphrey, in the late 1920’s.'* 

Professor Cushman’s general discussion of his problems (Chap. VI an 
the four concluding chapters) is open to too many criticisms, both gener 
and specific, to permit reference to more than a few. His approach is fre. 
quently either theoretical or unrealistic. The theory of the separation of 
powers too often constitutes the criterion of his judgments rather than critica 
appraisal in terms of performance by the agencies.** 

For the most part the author’s problems are no more new than the 
independent regulatory commission is new. Over a period of sixty years most 
if not all, of these problems have been considered and subjected to analysis 
in the rather respectable body of economic, legal, and other literature relating 
to these agencies. But the author’s streamlined or modernistic method" dos 
not apparently warrant adequate consideration or discussion of analyses made 


“For example, the appropriation riders referred to (p. 220) were not, as stated by 
the author, limitations on the use of appropriated funds for general economi: investiga. 
tions but merely limited House and Senate resolutions to matters involving violations of 
the antitrust laws with a qualification for concurrent resolutions. This was in effect 
confining the two bodies to resolutions within the language of the original act and had 
nothing to do with the Commission’s general investigatory authority. He also misss 
entirely the fact that the 1934 appropriation rider prohibiting new investigation as 1 
result of a legislative resolution unless concurrent was permanent legislation and in effect 
amended the act. 

* Cushman: “The statute limits this power [investigation] by providing that it may 
extend to ‘any corporation alleged to be violating the antitrust Acts’” (p. 219). 

Humphrey: “To any lawyer, it is too plain for discussion that the Commission has no 
authority to investigate where there is no violation of law.” (Views of Commissioner 
Humphrey to accompany F.T.C. report on DuPont Investments, an investigation under a 
resolution of the Commission dated July 29, 1927). 

In order to correct the record, according to Professor Cushman, as well as bring tt 
down to date, the following may be quoted from an article appearing many montis 


Act whereby it is held not to sanction investigations of such a nature [general fact 
finding] finds no support in the statute itself. . . . The legislative history of the acts 
likewise unavailable as authority for this view, since it reveals that the grant of authority 
was one of the major purposes of the Act.” (McChesney and Humphrey, /nvestigatory 
and Enforcement Powers of the Federal Trade Commission, 8 G.W. Law Rev. 581, 5%), 
and authorities collected therein.) 

“A good specific example of this is his discussion of the administration of the Safety 
Appliance Acts by the I.C.C. (p. 704). Among other things, he concluded, “There seems 
no sound reason for making a change . . . but the arrangement ought not to be copied 
But why not? The answer apparently is that it does not accord with the author's ides 
of the separate compartmentalization of legislative, executive, and judicial powers. 

“This method assumes that the selected problem or subject is not only new but 
urgently important, that nobody except the researcher has adequately considered it 
before and that if any have done so, their judgments and conclusions are of no signifcanc 
and should be disregarded anyhow. 
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ther presumably equally, not to say more, competent students of the 
ame problems.*® 

A third criticism which flows in large measure from the two foregoing ones 
. his signal failure often to refer to, much less consider, the comparatively 
vious rebuttals of his own arguments or conclusions. For example, one or 
wo of his five conclusions against commissions as planning agencies (pp. 
31 are merely naive, others easy to refute. Factors such as increased 
pense, duplication, and waste, on the other side, are not considered except 
njerentially.” 

Another of his conclusions is that there should be a range of policy control 

‘ted to the executive. Commission policies impinge upon the general 
slicies of the President at many points, “policies for which the President 
ss the head of the nation is responsible” (p. 698). That there is an opposite 
ide to thi ques stion seems rather obvious but certainly it is not developed. 

The Commissions should also be accountable to the President in the field 
‘ “administrative efficiency” (p. 698). Granting that the author knows more 
han vaguely what he means as this reviewer does not, what are the standards 
the criteria of administrative efficiency? This statement may be taken to 


imply that greater administrative efficiency in whatever sense it is used by 
the author is to be found in the executive departments than in the commis- 
ions.’* One wonders. Also, whether the author realizes it or not, considera- 
ions other than mere administrative efficiency are involved in this question.’® 

In problems of structure and personnel (at the commissioner level) Pro- 
fessor Cushman offers some defense of political appointments on the ground 
that they “are not ipso facto and inevitably bad” (p. 752), blandly ignoring 
the fact that that is equally true of bipartisan, geographical, and group interest 
appointments which he condemns in practically unqualified terms. Moreover, 


[he most conspicuous omission, of course, is Sharfman’s work on the I.C.C., a 
ment e-volume study of administrative law and procedure. Most of the author’s 
considered by Sharfman with conclusions not always in agreement with 
nan’s. The only reference to Sharfman is for a comment on the Hoch- 
Resolution. 


Ago 
3 


he is aware of the other side of the case is rather apparent from his conclusions 
t bodies should be established as adjuncts of the independent commissions. 
To have developed adequately the reasons in favor of planning by the commissions would 
have largely defeated his argument for “adjuncts.” Thus there is little in the functions, 

nization, and methods of these proposed adjuncts (pp. 740-41) to indicate that 


orga! 

tqually good or better results could not be obtained by the regulatory commission itself, 
fiven (1) the authority or direction and (2) adequate financing, the sine qua non of 
research ar ence of planning. The second consideration is conveniently ignored. 

° For greater in the Department of Agriculture in the administration of the 
Pa ts and Stockyards act and original Grain Futures Administration acts than in the 
PIC r C. in the administration of their respective acts. Or it may be taken to 
Imply that from the standpoint of administrative efficiency it is fortunate that the 


the Packers and Stockyards was given to the Department of Agriculture 
Trade Commission. 

example, as the suspension of the Grain Futures Reports by the Secretary 
griculture. Suspension of Reports of Large Speculative Accounts in Grain Futures, 

t 61, 73rd Cong., 1st sess., 1932. 
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194 
conclusions similar to his on political appointments” are equally applicable ie 
to geographical, bipartisan, and group interest appointments. “8 

On the whole, therefore, the author’s discussion of his problems very much en 
resembles the brief of the advocate who glosses over or ignores as far a: ra 
possible everything unfavorable to his argument.** It is largely, if not pri- Be 
marily, a vehicle for the author’s theories or beliefs.** It is not an impartial oe 
critical analysis and appraisal leading either to sound conclusions or laying P 
the foundations for such conclusions. a 

W. H. S. Stevens 

Washington, D.C. ss 
Wartime Prices. Part I: August 1939 to Pearl Harbor. By Joun M. Bian P 

and Metvitre J. Utmer. Bur. of Lab. Stat. bull. no. 749. (Washington, imp 
U. S. Dept. of Labor Bulletin 749, 1944, pp. 272. 35c. were 

Gradually, and in the midst of active combat, a respectable body of eco- se 
nomic literature describing the evolution of the American war economy is alk 
being woven from the threads of current events. The present volume offers a air 
survey of prices of primary markets in the U.S. in the critical twenty-eight- 08 
month defense period from August, 1939, to December, 1941. In these years : he 
the relationship between prices in different markets and between prices and Pe 
wages emerged, and remained to affect market pressures end price trends in on 
the months following Pearl Harbor. In them, too, government controls over “ on 
markets and prices, farm products and labor relations were formulated and se 
applied. | 

Some of the most interesting parts of this book are those concerned with oc 
the efforts of the government to hold down the prices of key commodities Zz 
under the premise that, by placing formal price ceilings upon basic industrial Saas 
commodities, sufficient restraint could be exercised upon costs at later levels il 
of production and distribution to curtail the general advance of prices. These ferti 
measures, however, were not uniformly effective. In some fields, such as aie 
basic primary metals, the government enlisted the codperation of producers m md 
and secured the wholehearted observance of its requirements. In other areas, The 

” “There is no solution to this problem except to use pressure and education to develop may 
a tradition against playing politics with the independent commissions” (p. 752). Italic flict ar 
supplied. tion p 

“I except from this statement his discussion of the separation of prosecution and procur 
adjudication where the author rebuts his own and the Brownlow Committee’s proposes hey a: 
by the majority report of the Attorney General’s Committee. Although the author’ en 
attitude is clearly indicated in the space given to the Brownlow report and the views of M ar 
the supporting minority of the Attorney General’s Committee, there is apparently 4 hides a 
reasonable attempt to present the case contra. It is a pity that this was not done uildin 
throughout. 1930. 

*The author believes that the results of the requirement of Senatorial confirmation will br 
“have been thoroughly bad in very many more cases than those in which i makers 
interest has been protected by it” (p. 758). “Unfortunately there are just enous = Menage 
where objectionable appointments have been blocked by the Senate to prove’ that © “weLT OL 
“provides an outside check against thoroughly bad appointments on the part o! U™ 
President” (p. 759). Italics supplied. Hun, 
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for example textiles, there was so much resistance to price orders that they 
had to be modified, and in the automobile industry certain manufacturers 


ch refused to recognize and comply with the orders. 

= In spite of the absence of direct statutory authority for price control until 
i two months after Pearl Harbor, the measures adopted proved eminently 
ial 


successful in retarding the price advance, especially in the industrial sector 
of the economy. Prices of farm products, on the other hand, increased 50 per 
cent but it should be remembered that they were abnormally low in the 
summer preceding the invasion of Poland. By September, 1941, the increase 
was sufficient to restore the parity ratio to 100 per cent for the first time 
n more than two decades. 

Price increases during the period under review were most marked for 
imported goods and for farm products, while the smallest market advances 
were registered for the products of heavy industry. As compared to the 
average rise of over 23 per cent for all commodities at wholesale, the increase 
for all items, except farm products and foods, was only 16% per cent. The 
general rise of prices may be considered to be moderate as in the com- 
parable years of the last war the average wholesale price level rose nearly 
45 per cent. 

One valuable contribution of this book is the emphasis it places on 
livergencies in price control experience of the two World Wars. The actual 
extent of the increase in prices was considerably narrower from 1939 to 1941 
than in the comparable period of the last war, but important differences were 
apparent in the sections of the economy in which the advance was most 
pronounced. Prices of metals and metal products, for instance, increased 
54 per cent from July, 1914, to November, 1916, compared with 11 per cent 
from August, 1939, to December, 1941; iron and steel, 103 and 2 per cent, 
respectively; nonferrous metals, 114 and 14 per cent; building materials, 34 
and 20 per cent; chemicals and allied products, 93 and 23 per cent; and 
fertilizers, 176 and 19 per cent. The increase in the price of farm products 
was more moderate in the First World War than in the Second, while advances 
ior textiles and foods were nearly the same in both conflicts. 

The underlying reasons for the contrast in price behavior in the two wars 
y be traced to the earlier development of control mechanism in this con- 
lict and to the greater willingness of industrialists to codperate in the stabiliza- 

P tion plan. Improvement, also, has been made in the methods of government 
dhs procurement and in the codrdination of Allied purchases to avoid competitive 
idding for vital materials. 

} Wartime Prices provides a statistical record of price changes for foods, 
‘ides and leather products, textiles, house furnishings, chemicals, fuels, metals, 
duuiding materials, paper and pulp, and rubber during the period from August, 

?, to December, 1941. It is the reviewer’s hope that additional volumes 
"i Dring the entire war under scientific scrutiny in order that our policy 
makers may receive the data essential to the development of a sound price 


fol program for the challenging years of peace. 


Mary E. MurpHuy 


Hunter Colle 


ge 
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Industrial Organization; Price and Production Policies; 


Business Methods 


Price Making in a Democracy. By Epw1n G. Nourse. (Washington: Brook. 
ings Inst. 1944. Pp. x, 541. $3.50.) 


For the past decade the Brookings Institution has been expounding the 
doctrine of low prices as a means of insuring the effective functioning of 
private capitalistic economy in a political democracy. The doctrine as ex. 
pounded by the Institution may be stated, simply, as follows: the long-run 
interests of business men in an economy where prices are determined ad. 
ministratively lie in a price policy designed to pass on to consumers the 
gains of technological advance in the form of lower prices. Only by such a 
policy of enlightened self-interest can effective purchasing power be main- 
tained, resources fully utilized, and profits in the long run maximized. 

Dr. Nourse seems to be the Brookings Institution’s leading exponent oj 
this idea. The doctrine of the social efficacy of low prices was initially set 
forth in a somewhat fragmentary manner in /ncome and Economic Progress 
in 1935. Although Dr. H. G. Moulton was its immediate author, Nourse’s 
contribution to Income and Economic Progress was, in the language oi 
Moulton, “such as to entitle him to joint authorship.” The idea was carried 
forward in Industrial Price Policies and Economic Progress, published in 
1938 under the joint authorship of Nourse and Drury, and reaches its most 
complete and carefully formulated statement in Price Making in a De- 
mocracy under Nourse’s independent authorship. This book consists largely 
of previously published materials—a series of a dozen pamphlets published 
between January, 1942, and July, 1943. These have been revised extensively 
or rewritten, and to them have been added three additional chapters and 
an appendix of about a hundred pages, consisting of two previously published 
articles by Nourse, and an article or address each by A. Stewart Freeman of 
the Dennison Manufacturing Company, John E. Webster, formerly with 
the Westinghouse Electric and Manufacturing Company, and Charles £ 
Wilson of the General Electric Company. There is also a dissenting comment 
by C. O. Hardy. 

Despite the impression of heterogeneity which the above account of the 
origins and structure of the book may give, Nourse’s discussion is well knit 
and closely integrated. At the outset he points out that in an economy 0 
ganized and conducted primarily in terms of money exchanges, a es 
price making is the key to economic analysis. He recognizes prices as {all ling 
into three broad categories: on the one hand are the spontaneous pis 
which emerge automatically in a free and atomistic market; on the othe! 
are authoritarian prices established under a bureaucratic centralization of 
power, which in its extreme form is represented by the totalitarian sta’, 
between these two extremes lies the middle ground of administered prices ! in 
private capitalistic society. 

Nourse believes that the free market of classical and neo-classical economists 
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incompatible with the demands of modern technology and is gone forever 
leed, it ever existed. He is likewise skeptical of the social efficacy of 


- ition, if and where attainable. Particularly he questions the two 
remises upon which the high regard for competition is said to rest: (1) 
that the individual is the best judge of how to attain his own interests, and 

: Brook. it all persons can simultaneously attain their individual interests. 

Nourse likewise rejects authoritarian price making as incompatible with 
ding the HMB freedom and democracy. This leads him to a consideration of the problems 

‘ing of a MM and promise of administrative price making. In this regard he accepts the 

ie as eX- widely spread notion that the power of price making in most industries rests 

long-run with a relatively small number of business executives who formulate the 
ined ad- olicies of our modern corporations. Can the power which these executives 
mers the d be relied upon to promote the general welfare? Nourse’s study suggests 

y sucha it can be, and, although there is a good deal of advice-giving that 

be main- MM smacks of homiletics, he would vigorously deny that he resorts to preaching 

d. r that his case rests merely upon an economics of stewardship. On the con- 

onent of MMM trary, he seeks to show by economic analysis that the professional managers 

tially set HB can best promote the long-run interests of the organizations which they serve 

Progress @™ through the formulation of price policies which will bring the cost structure, 

Nourse’s the price structure and the income structure into a continuous working 

guage oi balance which will permit an ever-expanding economy with substantially 

Ss carried full employment. 

lished in As a part of this task Nourse examines certain problems which have a bear- 

its most JH ing upon what he terms a “low-price policy”—a somewhat indefinite term 

n a De- @™@ which he uses in contrast to the “high price or ‘charge-all-the-traffic-will-bear’ 

s largely @M policy which is traditionally associated with ideas of monopoly and only 

published # in a less degree with any situation in which prices are administered in im- 

tensively # perfectly competitive markets.” This excursion into the realm of problems 

ters and involves a consideration of the areas within which low-price policies are 

published applicable, an analysis of the problem of measuring the responsiveness of 

eeman of markets to price changes, a discussion of the wastes of distribution with 

rly with particular reference to advertising and high pressure salesmanship; an 

narles E appraisal of wages as costs and as markets; an inquiry into the problem of 

comment MM proper timing of price changes; and, finally, an examination of the “basic 
criteria of price changes.” 

at of the This section of the study contains much sound economic analysis. It is 

well knit here that Nourse develops in detail his basic thesis (a thesis held with some 

homy oF modification perhaps by most economists) that a low-price policy persistently 
study | pursued in response to technological gains will promote economic stability and 
as fall ng contribute to the general welfare. Low prices become the means of keeping 
us prices effective purchasing power in the hands of those who will use it to buy goods; 
the other HMM they tend to check savings which may find no adequate outlet for profitable 
zation 0! investment and hence which tend to dry up the stream of purchasing power 
an state, essential to expanding national income. They have an advantage over wage 
rices in 4 increases as a means of passing on to the public the gains of technological 

. nhovation because they are non-inflationary as wage increases may tend to 
sonomists come, they affect a larger body of consumers, and the gains effected are more 
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likely to be translated into the purchase of additional consumer good 
It is here also that Nourse reiterates the identity of the long-run intery 
of the business men and the public. Since corporations can not prospe 
when the streams of purchasing power dry up, the corporation Managers 
can acquit themselves of their responsibility to the public as trustees of th 
economy and their responsibility to their organizations as employee-manager 
by adopting a low-price policy. Properly understood, a recognition of they 
long-run interest will lead business men to adopt a socially sound pric 
policy. Otherwise, “capital the creator” becomes “capital the waster” ani 
is itself wasted in the process. 
What are the prospects that a socially beneficent price policy will 
generally pursued in a privately administered economy by those upon whom 
the power of administration falls? Nourse is aware of failure, or only partid 
success in the past, but he gives, on the whole, an impression of optimism 
with regard to the future. This optimism apparently rests upon his conviction 
of the identity of the long-run interest of private business and of the genera 
public and upon his belief that business men may sooner or later discover 
what he has already learned. In this regard he points to certain scientific aids 
which are becoming more generally and readily available to the busines 
managers and which may be expected to contribute to sound busines 
policy. These include systematic investigation of the problems of busines 
administration by market analysts, cost accounting techniques which wil 
contribute to the maintenance or expansion of business operations on a 
remunerxative basis for the indefinitely extended future, scientific management, 
an enlargement of the concept of public relations through the use of public 
relations specialists, and, finally, the use of trained economic analysts whose 
role shall be “limited to the analysis of issues, defining of alternatives, and 
qualitative and, so far as possible, quantitative judgments as to the result 
or train of consequences that will be set in motion by a given action.” 
Since some business men may learn faster than others and since each 
may be reluctant to inaugurate a policy the full benefit of which can only be 
realized through its general adoption, he looks, not without some reserva- 
tions, to private trade associations to foster the general adoption of low- 
price policies; but more particularly he looks to the leadership of big com 
cerns in key industries, e.g., automobiles and electricity. Will they meet tis 
responsibility? While on the whole Nourse’s study leaves the impressiot 
that they may be expected to do so, his optimism with respect to the ultimate 
assumption of responsibility by price-making executives for the inauguration 
and continuation of price policies which will in the long run contribute both 
to the effective functioning of the economy and to the maximization of protls 
is not unalloyed. On the contrary, it is tempered by such recurring doudt 
and skepticism as to give to his general conclusion a tone of gentle wistit! 
ness. But on balance he seems to feel that social wisdom will prevail. “We 
can only hope that ultimate intellectual judgment of private businessm 
will be not merely that responsibility is the best policy in the limited terms 
in which it has already been put in practice and validated by experience but 
also in that broader and more comprehensive interpretation of responsibility 
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foods, 
interest 


that requires the individual businessman to follow practices that sustain the 
sources of general business prosperity” (p. 446). Thus, it appears that despite 


prospe fm the treacherous bypaths of monopoly and the deceptive pitfalls of short-run 
lanages ME profits, eventually the “invisible hand” can be expected to guide the selfish- 
s of the Mness of business men toward the goal of the general good. “Adam Smith’s 
anager recognition of self-interest as a perennial and dependable spring of human 
of their ME conduct is as true today as it was in his time” (p. 449). 


The foregoing summary of Nourse’s thesis and of the steps by which he 
has developed it does not do justice to the broad and intimate knowledge of 
the business processes and the high quality of economic analysis which his 
study generally manifests. To appreciate this, it is necessary to read and 
study the text. Such study may well bring out differences on points of 


rd price 
er” and 


will be 


m whom 


y partial HB theory between some readers and the author. As for myself, I accept the 
ptimism HM basic thesis that low-price policies which pass on to the consumer the 
mviction HM pecuniary gains of technological advance (aside from that amount necessary 


to maintain and expand capital equipment) contribute to the effective func- 
tioning of the economy, and for the most part I agree with the reasoning 
by which Nourse develops this thesis. I find no justification, however, for 
certain assumptions upon which Nourse’s analysis appears to be based, nor 
for what seems to me to be a major conclusion which runs as a basic thread 
throughout much of his discussion and which is finally expressed in summary 
form in his concluding chapter, viz., that in a society in which decisions are 
centralized under the control of a few price-making executives, reliance may 
be placed upon the unseen hand of enlightened self-interest to guide the 
economic processes toward the general welfare. 

First, with reference to his conclusion. Optimism with respect to the wide- 
spread, voluntary and continuous resort to low-price policies by business 
managers who possess the power to formulate and execute such price policies 
as they deem wise, seems to me to find little justification in theory or ex- 
perience. The gains to be derived from a “business-like” exploitation of 
monopoly or near-monopoly power are apt to be immediate, certain, and 
highly concentrated; the benefits to be derived from a contrary policy are 
generally remote, contingent and diffused. Under these circumstances the 
value of a bird in hand is likely to be generally recognized. Moreover, the ex- 
tent to which even the long-run interests of any particular monopoly seller (or 
group of oligopolistic sellers) will be jeopardized by what transpires in the 
test of the economy will vary with the nature of the costs, the type of 
product and the nature of the demand for it. For example, sellers of incan- 
descent electric lamps and transporters of crude oil apparently are able to 
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of proms maintain a high rate of profit in good times and bad. 

1g down | Encouragement to the pursuit of such a high-price policy may be found in 
ra ‘e contingency to which the realization of the benefits of a low-price policy 
raul, “We 


by a particular enterprise is subject, in virtue of the possibility that other 
nterprisers, similarly situated, may “upset the applecart” by obtisely 
following more short-sighted policies. But quite apart from this contingency, 
ousimess men certainly recognize, as do economists, that the anticipated 
consequences, alike for themselves and, it may be, for society, of their far- 
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sighted contributions to the preservation of a balanced economy are subject 
to other “slips twixt the cup and the lip.” In particular, in so far as cyclical 
fluctuations in investment, employment, and trade are conditioned by 
monetary and fiscal policies substantially beyond the control of industrialists 
themselves, either collectively or, a fortiori, individually, they may well cop- 
clude that, with the pursuit of their long-run interests subject to such 
hazards, enlightened self-interest points, rather, toward “making hay while 
the sun shines.” 

In truth, Nourse himself finds little comfort for his hopes in the whole 
history of business. It is only in isolated spots, for the most part the newer 
segments of the economy, and as he looks toward the future that he finds 
promise. And even those instances which Nourse regards as exemplifying the 
policies he advocates are not altogether convincing. That is not to say that 
the Fords and Firestones have not prospered by a deliberate policy of un- 
restrained mass production, low costs and low prices. It is to say that, while 
they have done so in a period in which the automobile was transformed 
from a novelty to a necessity, they have apparently found it less advantageous 
to do so in a period of “saturated” demand and declining purchasing power. 
The automobile industry as it has reached maturity has come to rely more 
upon competitive advertising than upon price as a sales appeal, while the 
tire industry in recent pre-war years apparently had placed reliance both 
upon advertising and the techniques nurtured by N.R.A. as a means of 
maximizing profits. 

Nourse’s illustrations of sound industrial price policies can no doubt be 
matched industry by industry with instances where output restriction and 
price stabilization policies have been persistently or sporadically relied upon, 
e.g., steel, rubber, copper, magnesium, glass containers, electric lamps, high 
grade zinc, industrial alcohol, farm implements, etc. Likewise, his testimonials 
by business men acknowledging the benefits of mass production and low prices 
can be matched by similar testimonials of those who believe industry’s salva- 
tion lies in output restriction and price stabilization. Indeed, Nourse quotes 
cons as well as pros. But the answer will not be arrived at by a counting of 
noses. 

Although N.R.A. was struck down by the courts, its philosophy is by no 
means dead. It still permeates modern business and its ramifications are 
world-wide rather than national. The problem of educating the business men 
beyond our borders (the Continental and British cartel exponents, {or 
example) and our own business men in dealing with them is completely ig- 
nored by Nourse. In truth, he seems to regard the American economy 4s an 
isolated economic unit. Nor does he give attention to the rdle which the 
investment bankers and captains of finance play in the determination of price 
policy. 

Secondly, with reference to Nourse’s assumptions. Two debatable assump- 
tions, implied if not expressed, appear to run through the whole of Nourse 
discussion. These are (1) that modern technology tends inevitably to resul 
in business units of substantially the size we find in the business world 
units of such magnitude and so few in numbers that they cannot be relie 
upon to maintain economically effective and socially salutary competition; 
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that these few sellers have the power independently to determine such 
orice policies as each deems wise in his efforts to maximize profits. With 
reference to assumption (1), I find no convincing reasons in history or theory 
for assuming that “technological need and organizational efficiency” re- 
ire business units generally of the size and ramifications that we find in 
‘he industrial world about us. There are no doubt exceptions, but a study 
‘the combination movement or the life history of particular combinations 
makes rather clear the fact that industrial consolidations have been primarily 
jevices of commercial and financial strategy, not an expression of “tech- 
nological need” in any positive or narrow sense. That would appear to be 
true both of the consolidation movement at the turn of the century and that 
‘ the 1920’s. This is well known, of course, but likewise generally ignored. 
While no person with any knowledge of the technology of steel would suggest 
that we atomize a blast furnace, the continued disappearance of business 
ynits throughout many industrial areas might well give pause to all those 
nterested in the maintenance of a system of free enterprise. I am somewhat 

| that instruments of market control have come to be regarded as an 

ion of American genius for efficiency and mass production. Monopoly 
ke vice may be 


. . . @ monster of such frightful mien, 
“That to be hated needs but to be seen, 
“But seen too oft, familiar with her face, 
“We first endure, then pity, then embrace.” 


This is not to suggest that modern technology will permit markets of pure 
mpetition. Any realistic consideration of the state of technology must lead 
the conclusion that in many market areas we are destined to have relatively 
ew sellers. But that in steel, copper, lead, zinc, chemicals and business 
enerally we might have retained a good many more sellers than we now 
have without loss of technical efficiency is highly probable. 
I must also dissent from a widely held notion to which Nourse, as judged 
by this study, subscribes, viz., that such price policies as have prevailed 
in recent decades are the expression of the independent judgments of rela- 
tively few sellers of what for each constitutes a wise price policy. It is very 
joubtful that high-price policies of the sort which disturb Nourse could 
tave long prevailed without some other factor than prudent policy determina- 
tion on the part of the several sellers, e.g., without a measure of collusive 
action.” Where there are several sellers in the market, differently situated 
r h respect to size, corporate structure, cash reserves and credit ratings, 
ixed and variable costs, joint products, accounting practices, whose judg- 
ments differ with respect to the responsiveness of demand to price changes, 
‘ere are bound to be conflicting notions with respect to sound price and 
tion policies. Nourse, of course, recognizes this when he points to the 
ell sound price policies pursued by the Fords and Firestones. What he 
coes not take adequate account of is that the “unsound” price policies which 
1 deplores when generally followed in an industry of several sellers are apt 
0 be the product of some measure of either coercion or conspiracy. A federal 
grand jury proceeding or an antitrust investigation, although an awkward 
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and ineffective method of enforcing competition, will throw a good deal oj 
light upon the economics of imperfect competition. 

Although this influence is recognized in Income and Economic Progres; 
in the present study Nourse ignores all such artificial restraints upon trade 
many of which represent an unlawful exercise of power over the market. 
Likewise, he neglects entirely the influence which patents and trade marks 
exercise upon output and price policies, and finally he remains silent as tp 
the significance of the holding company interlocking directorates, com. 
munities of interests, and the use and abuse of corporate power as instruments 
for securing control of the market. 

Nourse’s pessimism with respect to authoritarian price making in a de. 
mocracy seems well grounded, but under a régime of finance capitalism and 
monopolistic competition, it is a faint hope for sustained and generally socially 
beneficent price making which rests primarily upon the guidance of the 
unseen hand. 

GrEorGE W. StTockinc 
University of Texas 


Economic Control of the Motion Picture Industry—A Study in Industrial 
Organization, By Mar D. Huetrtic. (Philadelphia: Univ. of Pennsylvania 
Press. 1944. Pp. x, 163. $2.00.) 


In contrast to the publicity lavished on it, remarkably little has been written 
about the structure and economics of the motion picture industry. Extreme 
product differentiation and the unique interdependency of the eight highly 
integrated major corporate units’ have produced a maze of intricate relation- 
ships of which no one aspect is intelligible except as part of the whole. Utiliz- 
ing numerous sources and putting together fragmentary evidence, the author 
has built an admirable synthesis of the economics of the industry as a whole. 
With concentration and control and their effects as its core, this excellent 
study analyzes the development and structure of the industry, the marketing 
of films, trade practices, and profits. Careful and meaningful scholarship is 
demonstrated throughout the book in the discriminating selection of data, 
use of salient statistics, manner of emphasis in treating facts and opinions, 
and care in word-use. The book is stimulating and can well serve as a model 
for the economics seminar. The sections on intercorporate relationships and 
financial policy, for instance, will be refreshing to those who seek clear exposi- 
tion free from the bloodless semantics of double-entry bookkeeping. 

The book reveals how the eight “majors,” which account for about 50 per 
cent of the feature films, by means of the ownership of only 16 per cent of 
the theaters, have achieved within twenty years, “apparently stable contro 
over an industry consisting originally of thousands of independent units” (P 
5). All other companies are usually referred to as “independents”—inde- 


*Warner Brothers; Paramount Pictures, Inc.; Loew’s Inc.; Twentieth Century-Fox; 
Radio-Keith-Orpheum Corporation; Columbia Pictures, Inc.; Universal C orporation, 
and United Artists. The first five are fully integrated, i.e., engaged in production, distribu- 
tion, and exhibition. 
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oendent in the sense that they finance their own productions, in whole or part, 
secure talent, and make pictures. Since access to the market for their pictures 
is dependent upon distribution by a major company, through arrangements 
ysually made in advance of production, their independence is nominal only. 
The advent of sound in the late twenties gave impetus to concentration of 
theatres. Moreover, outside financial interests, heretofore negligible, entered 
on a large scale. 

Control, the author emphasizes, is not synonymous with pure monopoly. 
\Jthough preference is given to its own films, each of the theatre-owning 
majors needs supplementary product from two or more of the other companies. 
The control mechanism flows from the fact that films receiving first-run 
releases are usually distributed by the majors who own almost all the key 
frst-run theatres. These are “a strategic segment of the market for films and 
form a kind of bottleneck through which the films of all producers must flow 
in the course of becoming national entertainment” (p. 143). The majors are 
thus able to (a) “skim the cream off the market and influence a much larger 
number of theatres than they own”; and (b) “prevent films other than those 
released by them from reaching the market, thereby enhancing the value of 
their product to the independent theatre owners who are left with no alterna- 
tive but to buy the major’s films if they are to continue operations” (p. 6). 

Since the first-run theatres provide the bulk of film rentals to the producers, 
the majors are their own best customers and can block the path for inde- 
pendent producers to the most lucrative share of the market. The influence 
f the majors on distribution and exhibition is even more direct than in the 
case of production. Although theatres affiliated to the majors make up but a 
small part of the total theatre market, films which do not appear in the first- 
run theatres are not welcomed by independent exhibitors. Thus, by virtue of 
their dual position as both buyers and sellers of films the majors determine 
the trade practices of the entire theatre market. 

The film itself is but a part of the commodity sold. In its entirety the 
product consists of the right to look at a film, in a given type of theatre, at a 
given time with reference to the original release date of the film. Affiliated 
theatres receive preferential treatment from the majors with respect to prod- 
uct, playing time, and terms. Hence, the majors are able to dominate the re- 
mainder of the market to the point of “dictating the exact sequence in which 
each competing theatre receives films, the price of admission charged, and 
other such matters” (p. 144), and “may designate the days in the week on 
which the film may be exhibited, the nature of the accompanying program, the 
amount and kind of advertising . . . ” (p. 114). In few other industries, in- 
cluding those practicing some form of control over resale prices, does the dis- 
tributor have such complete and detailed power as he has in this industry. 

Elements of competition, nevertheless, are found in the motion picture 
business. In film production, the majors frequently struggle to outbid each 
other for new talent, story material, and executives—partly accounting for 
the high cost of Hollywood films. In distribution, there is competition’ be- 
‘ween the major distributors for the unaffiliated theatre market. Among 
theatre operators, “there is probably more competition . . . than in any other 
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phase of the motion picture business” (p. 147). It rarely takes the form oj 
cut-rate admission, however, for rates normally cannot be reduced withoy 
the theatre suffering a corresponding loss in run. Bingo, multi-feature offer. 
ings, dishes and other special attractions were not for art’s sake. 

The book abrades the glamour and points up significant implications. The 
facts indicate clearly that there is a connection between the form taken by 
the film and the mechanics of the business. “The production of films, essen. 
tially fluid and experimental as a process, is harnessed to a form of organiza- 
tion which can rarely afford to be experimental or speculative because of the 
regularity with which heavy fixed charges must be met” (p. 69). And, “to a 
larger extent than most other industries, motion picture companies have op- 
erated on borrowed funds” (p. 98). 

This has accounted, in substantial part, for the absence of maturity in 
our films; has operated as a drag on their artistic coming of age. Unless com. 
petition can break through the present structure sufficiently to threaten the 
majors, audiences are doomed to a devitalizing diet of boy-meets-girl, wit! 
accidental variations. The author finds little ground for optimism. “Only by 
springing forth as a fully integrated unit, equipped for production, distribu. 
tion and exhibition simultaneously,” she concludes, “could a new company 
secure a substantial share of the market. The costs and risks currently at- 
tached to any such venture make it unlikely” (p. 149). 

Myron L. 

The City College 


Mining; Manufacturing; Construction 


The Mining Industries, 1899-1939; A Study of Output, Employment and 
Productivity. By HAROLD BARGER and SAM H. ScHurr. (New York: 
Nat. Bur. of Econ. Research. 1944. Pp. xxii, 447. $3.00.) 

As a display of the colorful array of devices that the resourceful statistician 
has at his disposal this volume is impressive. In addition, the authors have 


applied their handicraft to the most reliable basic data that are available and | 


have provided a convenient summary of the long-time trends of production and 
employment that should be useful to students of mineral economics. Finally, 
the study is well contrived and skillfully put together. 

Apart from these undeniable virtues, the book cannot be regarded as 4 
significant contribution to the literature on mineral economics. During the 
past decade the field covered by this volume has been thoroughly explored; 
first by the late F. G. Tryon and his associates, and more recently by the 
mineral technology and output-per-man studies that were made under the 
direction of O. E. Kiessling. To be sure there are quantitative differences in 
results, but in all essential respects the conclusions of the authors correspond 
closely with the findings of the earlier studies. The slightly different results, 
however, are explained in their entirety by the elaborate statistical procedures 
that have been used by the authors. 
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Despite the ingenious statistical procedures and the extreme care exercised 
py the authors, it is doubtful whether quantitative precision has been ap- 
proached any more closely by the present study than by its predecessors. 
Undoubtedly the Edgeworth formula has its uses in statistical analyses, but 
to expect it to compensate for deficiencies in the basic data seems to this 
reviewer to be asking considerably more than it is capable of yielding. In 
the mining industries the official statistics on both production and employ- 


niza- ment are notoriously defective. These shortcomings are due in large measure 
of the the difficulty of determining definitely where mining activity begins and 


ends. The definition of the mining industry accepted by the authors is the 
extremely narrow concept that has grown out of the decennial censuses of 
mines and quarries. It is probably true that no other course was open to the 
authors, but it should be clearly recognized that such a limited concept is 
entirely inadequate for following the trend of productivity. 
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oe \ good example of the shortcomings of the decennial census reports is 

with aforded by the petroleum and natural gas industries. Prior to the Census of 


he employment statistics of the petroleum and natural gas industries 
reported by the various censuses of mines and quarries included only the 
wage earners employed by producers. Wage earners employed by private 
contractors for a wide variety of service work were not covered by the Bureau 
‘the Census. On the basis of the 1939 Census these workers accounted for 
fully one-fourth of the labor force employed by the industry and failure to take 
adequate account of the employment provided by such contract work has 
been a serious defect of the employment data for the oil and gas industry. 
In the report of the National Research Project on the petroleum industry esti- 
mates were made covering both the number of wage earners and manhours 
worked by wage earners rendering contract work, but the probable error in the 
esti is considerable and the results can only be used for measuring pro- 
ductivity in the crudest fashion. 

\lthough the data on employment in the oil and gas industry are least 
reliable, there are important shortcomings in the statistical record in many 
ther segments of the mineral industries. In the bituminous coal industry, 
for example, it is generally recognized that the employment figures reported 
the Bureau of the Census tend to overstate the number of wage earners 
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» and 
eed actually employed by the industry. On the other hand, the census figures 
sally usually understate the number of workers employed in nonferrous metal min- 
ing because large numbers of workers engaged in exploration are excluded. In 
y any event, the census figures of employment in mining were not compiled and 
» the are not suitable for measuring productivity. 
ab Nor does the record of production afford a precise measure of accomplish- 
+ the ment, In the mining of the nonferrous metals, for example, it is quite im- 
» the possible to measure productivity accurately by the record of output because 
ov oi the great changes that have taken place in the metallic content of the ores 
and concentrates produced. In other branches of mining, notably coal and 


petroleum, the end products have undergone significant changes. , 
H. O. RocErs 


Washington, D.C. 
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Transportation; Communication; Public Utilities 


The Power Industry and the Public Interest: A Summary of the Results of a 
Survey of the Relations between the Government and the Electric Power 
Industry. Factual findings by Epwarp Eyre Hunt, editor; program 
by THE Power CommiTTEEs. (New York: Twentieth Century Fund, 
1944. Pp. xiv, 261. $2.00.) 


This volume is a summary of the results of a survey of the relations be. 
tween the government and the electric power industry, which was made under 
the direction of a special committee’ appointed by the Trustees of the 
Twentieth Century Fund late in 1938, and of which J. Henry Scattergood was 
chairman. A research staff,? set up early in 1939 with Arthur R. Burns as 


director and Walter E. Caine as associate director, completed an authoritative | 


and comprehensive document comprising the factual findings covering more 
than a thousand pages. Although the Research Staff’s findings were com- 
pleted in 1943, much of its contents was prepared in 1941, and hence does not 
reflect some “developments in the power situation since that date.” In order “to 
cover the more important changes,” Dr. James M. Herring “made a fairly 
extensive revision of the material.” The text as revised therefore “does not in 
all instances reflect the work and views of the research staff.’”’ Chapters 1 to 1! 
“are a condensation by Edward Eyre Hunt of the full text of the factual find- 
ings.” In Mr. Hunt’s words, any resemblance of the result to his own views 
is “purely incidental.” The members of the Committee made suggestions to 


the Research Staff and to Mr. Hunt in their preparation of the factual find- § 


ings but have “assumed no personal responsibility for, or approval of the 
material contained in the first eleven chapters.” The last chapter, the “Pro- 
gram” (chap. 12), for which “the Committee itself is wholly responsible,” 
presents the Committee’s conclusions and recommendations. Because of paper 
limitations “and a large increase in the number of other Fund titles,” pub- 
lication of the full report “had to be postponed.” “For those who wish to 
go more deeply into the subject or to check the sources of the facts” in this 


* The committee was J. Henry Scattergood, Chairman (Director, Philadelphia Transpor- 
tation Company and other companies; former member of the Public Service Commission 
of Pennsylvania); James C. Bonbright (Professor of Finance, Columbia University; 
Trustee and Chairman, New York State Power Authority); Larue Brown (Counsel to 
municipalities in rate cases and to the Massachusetts Public Service Commission; formerly 
Assistant Attorney General of the United States); Samuel Ferguson (Chairman and 
President, The Hartford Electric Light Company); Murray D. Lincoln (Executive Secte- 
tary, Ohio Farm Bureau Federation); and Paul A. Schoellkopf (President, Niagara Falls 
Power Company; Chairman of the Board, Niagara Hudson Power Corporation). Also 
originally on the Committee were William L. Batt, President, SKF Industries, Inc., 2 
resigned to join the staff of the War Production Board in February, 1941; and Charles 0 
Rose, Lawyer, and President, Cincinnati Bureau of Governmental Research, who died 
June, 1942. 

* The research staff was Arthur R. Burns, Research Director, Walter E. Caine, Associate 
Director, Walter H. Beidatsch, Blanche Bernstein, Melvin G. de Chazeau, Hubert F 
Havlik, C. Emery Troxel, Patricia Van Deraa, William Vickrey, and others. 
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«ymmary volume, “the Fund can only counsel patience until the complete 
text may finally appear.” 

The first eleven chapters present a very valuable condensed factual summary 
of the entire survey. The first six chapters (pp. 1-98) focus on the develop- 
ment of the industry, rate regulation, regulation “in practice” by local, state 
and federal agencies, financial regulation, and the regulation of market area 
control, Among important matters presented in these six chapters are factual 
information regarding the agencies of control—federal, state and local—and 
facts regarding regulation of rate base policies, rate making, service, financing 
and corporate structures. Consideration is given to the effects of regulation 
on the price of securities, earnings, rate reductions; of competition between 
private utilities and public plants, federal, state and municipal. Among the 
Research Staff’s findings regarding regulation were that it is an acceptable 
substitute for competition only if it stimulates management to reduce operating 
sosts to a minimum consistent with satisfactory service. Unless recognition of 
eficiency in public utility management is made an issue of importance by 
commissions, a “cost plus” system will result. Important conflicts in regulation 
are considered as between the Federal Power Commission and the Securities 
and Exchange Commission as well as among federal, state, and local agencies. 
The need is indicated for a more unified federal policy and better codrdina- 
tion of federal and state policies of regulation. 

Chapters 7 to 10 inclusive (pp. 99-189) are concerned with municipal 
wnership and operation, public rural electrical systems, federal and state 
projects, a separate chapter being given to the Tennesseee Valley Authority. 
In these chapters on public ownership attention is given, among other things, 
to the importance and relation of municipal operation to other power projects, 
doth public and private; to the effects of municipal operation and its competi- 
tion with private utilities, especially to costs and earnings of municipal and 
private systems; to factors underlying cost differences; to state and federal 
control over municipal systems; and to the purposes and terms of rural 
electrification loans by the Rural Electrification Administration, its supervision 
of rural electric codperatives and accomplishments of public rural service. One 
chapter is devoted to “Federal and State Projects,” in which the facts regard- 


mo 


ng federal projects other than TVA and important state electric enterprises 
are presented. In a separate chapter, the objectives, powers and duties 

{TVA are presented, together with consideration of such other matters as 
rate and marketing policies in the sale of power directly or through distributing 
companies, and of the questions of subsidies and yardsticks. 

Chapter 11, which is the last of those presenting the factual findings of 
the Research Staff, is entitled “Meeting the Nation’s Needs.” Among the 
blems considered in this chapter are “the effect of public competition on 
vate investment, power in national defense and war, interconnection of 
power sources, codrdination of the facilities of generation, transmission and 
“stribution; the scope and functions of administrative agencies and the courts, 
and public versus private operation.” 

The Committee presented its “Program” in the last chapter in the volume, 
‘atitled “Report and Recommendations of the Power Committee.” After some 
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general observations regarding the impact of the war on the electric powe 
industry, the first issue to which the Committee gave consideration js the 
taxation of utilities. It pointed out that if capital was to be secured by pri- 
vately operated utilities, taxes should not be so high that the investor furnish. 
ing capital to these utilities would be unable to secure a fair return on that 
capital; that with an excess profits tax of substantially nine-tenths of gTOss 
profits, advances in rates to offset advances in taxes would not be feasible 
because an increase of $100,000 in rates would yield only about $10,000 in 
net income. The Committee said it was “open to question whether the same 
formula that is applied to industries which, by their practice of increasing 
prices to cover rising operating costs, are of a distinctly inflationary character 
should in equity also be applied to an industry which by reason of rigid prices 
is anti-inflationary in its nature”; also that many industrial corporations with 
large volume and “relatively small invested capital, ‘turn’ their capital as 
often as once a year, whereas the utilities because of the high ratio of fixed 
capital to gross earnings turn their capital much more slowly”; that even in | 
the case of enterprises that have a slow turn of capital similar to that of the 
utilities, they do not have in normal times a regulation of their “profits” as 
do the utilities. Professor Bonbright added a statement to that of the Con- 
mittee to the effect that, while the fact that “electric utilities operate to a large 
extent under conditions of decreasing costs for increasing quantities of service 
adds weight to the argument that they should be given especially favorable 
treatment by tax laws,” he believed such treatment should be accorded the 
utilities only if the full benefit of such treatment be passed on to consumers 
in lower rates. In his opinion, “Utility tax reform must go hand in hand with 
reform in utility rate control.” 

With regard to government ownership, the Committee said the research 
report of the Staff tended at least to show that private ownership and opera- 
tion had no such demonstrated margin of superiority as to be conclusive 
against a post-war proposal for nationalization of the power industry. Proies- 
sor Bonbright believed that the statistical data not only of the Research Staff 
but also of the Federal Power Commission “make a prima facie showing of 
superior performance by the larger publicly-owned plants.” But despite the 
showing of relative efficiency of public and private plants, the Committee 
said it did not seem likely that there would be any general abandonment of the 
principle of private ownership of “major electric utilities.” On the other hand, 
the Committee did not believe there would be any “serious retrogression as 0 
the direct participation of the government in the production and distribution 
of electric power.” While the Committee stated that it was perhaps too early 
to attempt an appraisal of great multi-purpose power projects, Professor Bon- 
bright believed that while a final appraisal was, of course, impossible, the 
development of “multi-purpose projects—notably the projects of the Tennes 
see Valley Authority—was one of the greatest national achievements 0! Wt 
1930’s.” But the Committee also believed that if “privately-owned utilities 
regrouped as may be required, are to continue side by side with government 
projects there must be devised: (1) a workable system of regulation o! privaie 
effort which will insure its continuance by safeguarding the public interest, 
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both investing and consuming, without improperly limiting initiative and 
discretion on the part of responsible management; (2) a proper codrdination 
‘private and direct governmental effort in the production and distribution 
of electric energy to the end of an efficient national system.” 

Two aspects of regulation stressed by the Committee as important were, 


frst, the control of rates and service, and second, “control of capital structures, 


| 


asible of security markets and of all the complicated but necessary mechanism for 
00 in ttracting and wisely employing the capital required by a great and expand- 
same ing industry.” While the Committee sees the need for increasing federal 
-asing reguiation, it rightly sees great dangers in too high a degree of centralization 
acter, of federal control for a country as large as the United States, and it urges 
Drices regional federal control in a program of federal regulation. The Committee 
: with also emphasizes the need for “retention of the maximum of local’’ control over 
ral as ertain aspects of the industry. Much emphasis is properly put on the need 
fixed for mon yvement of the state utility commissions. An effective division within 
en in the regulatory field, federal, state and local, the Committee feels would be 
of the logical in view of a possible separation of the industry into production and 
‘ ribution organizations. The Committee feels that the historical combina- 
generation, transmission and distribution of electric power is already 
large undergoing a change with an increasing number of distribution systems, both 
ervice private and public, being “divorced from the generating unit.” 
rable The Committee’s criticism of long-drawn-out valuation cases and the 
d the resulting rigidity of rates, will strike a responsive chord in those who are 
umers familiar with the fruitless expenditures of much time and money in such 


1 with long-drawn efforts to find a rate base, often unsound from an economic 

andpoint and hence unusable after it is found. The Committee properly 

earch points out that many of the regulatory delays may very well continue even 

ypera- though original cost is substituted for reproduction cost. While the economic 

lusive problems involved in using original cost as a rate base under striking advances 

rofes- in the arts and marked changes in prices are not adequately discussed in 

) Staff this volume, these issues may be given more consideration in the compre- 
ing of hensive volume. 

re the The C ommittee sees hope i in a type of rate negotiation which provides for 

nittee 

of the asible vhatever rate changes were necessary within a comparatively short 

hand, time. The Committee believes that the lack of flexibility in rate making 

as to resulting in large part from great delays in making changes in rates has 

| utility operators to be less inclined to experiment with progressive 

policies of rate reductions in order to encourage increased consumption and 

the utility’s unit costs; that regulation which would provide 

ticity in rate making would also make it easier to repair the 

over-optimistic ventures” in lowering rates. 

S.E.C. under the 

‘ompany act, the Committee expressed concern that in the enforce- 

i integration, involving divestment orders under the act, “the ruin 

not upon the evil doers of the past but upon the present holders 

parent securities,” although one declared purpose of the act “was to 
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protect so far as possible those very interests.” The Committee believed tha 
investors’ interests ought to receive some consideration in the policy of the 
S.E.C. requiring separation of gas and electric companies; that it was “no: 
clear that Congress in the Holding Company act had attempted thus to solve 
one of the most controversial questions in the whole field of public utility 
economics.” In the Committee’s opinion the legislative history of the Holding 
Company act indicated “the obvious purpose of mitigating the effect upo 
investors and consumers of the single system limitation” and the Committe 
believed that in the S.E.C.’s interpretation of this part of the act “the 
preservation of flexibility and adaptability to specific situations, always 
necessary to the effectiveness of the administrative process, is peculiarly 
important.” Professor Bonbright expressed the belief that sound policy 
dictated “the acceptance of a strong presumption against the retention oj 
both electric and gas properties in the same utility system,” while Mr 
Ferguson believed the gain of competition between gas and electricity “is 
open to question” and in some places had brought about “the crippling or 
abandonment of gas service.” 

Likewise the Committee was critical of the policy of the S.E.C. with regard 
to the rights of various grades of security holders to share in distributions, or 
under recapitalization plans. In the opinion of the Committee, the S.E.C. is 
not required to work out plans under the Holding Company act “upon value 
predicated upon present conditions or today’s market”; but rather it was 
“permissible and proper to take a long-rang view which assumes that the 
present heavy burden of the war with its concomitant disturbances and very 
heavy taxation will not last forever, and that the country will within a 
measurable period, return to a peacetime economy.” The Committee believed 
this sort of consideration was an easier task in the utility field than in the 
case of “more volatile industries”; that if the “(Commission intends now to 
proceed with the formulation of plans of reorganization it cannot in fairness 
to present and future investors in equity securities” adopt “a pessimistic view 
about the future of the American business economy”; that money invested 
in “common stock must be treated with scrupulous fairness as compared 
with senior investment so that equity investments will be encouraged in the 
future”; that nothing should be said or done by the Commission which might 
be “construed to reflect a punitive disposition towards holding companies and 
their public security holders”; that “this is especially true of a public body 
such as the Commission which has reason to complain of an attitude 0! 
uncompromising opposition to its efforts on the part of some of those whose 
interests are affected.” 

In securing future capital for “many operating utilities” the Committee 
believes no good substitute has been found for the holding company in spilt 
of its weaknesses; that even if a holding company persuaded the investment 
market to provide capital it faced two major deterrents in supplying it to's 
subsidiaries: (1) the possibility that it might be compelled to “dispose 0! the 
very subsidiary which most needs its help”; and (2) “the danger that is 
existing investment in the subsidiary will be reduced in value by subordination 
or some other device to accomplish equitable distribution of voting power and 
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‘o bring senior capitalization in line with Commission standards.” The Com- 
mittee said where new equity capital “is unobtainable or is not justified by 
existing conditions, and yet new money must be had,” it seemed “clear that 
the pressure towards capital structures with a relatively rigid ratio of common 
stock to senior securities must, as the Commission in its more recent decisions 
sems to have recognized, be relaxed”; that in “extreme cases, however, en- 
forced reorganization of the company’s existing capital structure should be 
considered as a preferable alternative to the grant of permission to further 
borrowing.” 

The Committee believes a “restudy of the whole matter of federal utility 
regulation in the light of experience since 1935 is desirable, with a view to 
evising an improved federal power statute which will avoid the defects and 
strengthen the weaknesses of the existing mechanism.” Professor Bonbright 
added that “such a restudy should consider whether or not in addition to the 
present provisions requiring the disintegration of holding company systems 
that are uneconomical, there should also be provisions providing for com- 
pulsory consolidation into systems found to be economical by the admin- 
istrative commission pursuant to standards of economy set forth in the act.” 

The Committee points out that its report has left unanswered many im- 
portant questions raised in the research report of its Staff. Likewise, in the 
space assigned to this review it has not been possible to cover many points 
of interest in this valuable compact summary of a very comprehensive study 
of the electric power industry. It is to be hoped that the thousand-page 
report of the Research Staff will be made available as soon as possible. One 
point, for example, which may be covered in the comprehensive research 
report but which has not been given adequate consideration in this volume 
is the need for careful appraisals of the economic characteristics of a public 
utility’s market as a basis for determining whether a given capital structure 
is sound. 


C. O. RUGGLES 
Harvard University 
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Food, War and the Future. By E. PARMALEE PRENTICE. (New York: Harper. 
1944. Pp. xii, 164. $2.50.) 

This is a puzzling book. The first two chapters revive the Malthusian 
specter of overpopulation, in support of which are cited, among other authori- 
ues, a pamphlet written by C. Wood Davis in 1891, and Sir William Crookes, 
™ in 1898 predicted a wheat famine after 1931. Yet the Western world 
tas been moving for some time toward a stable and even declining population 
’s Baker, Dublin, Thompson and Whelpton and others not quoted have 
abundantly shown. The author makes reference to this in his last chapter but 
a the second chapter devotes only one page to the falling birth rate and claims 
‘at it is due to “great hardship in many continental countries.” He adds, 
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“unless the result of foresight and prudence,” a falling birth rate “is ofte, 
merely evidence of rising need and misery” (pp. 60 and 61). No reference js 
made to the effect of industrialization, urbanization and the “luxury check” 
on human reproduction, It is true that the Malthusian principle still operate 
in China, India and the tropics, but the author has very little to say about 
these parts of the world, confining his discussion principally to westem 

Europe and America. | 

With overpopulation as the setting, the reader naturally expects a discys- 
sion of the possibility of increasing the food supply, especially in a chapter 
called, “A New Agriculture for the Twentieth Century.” However, this 
chapter, the longest in the book, is practically all devoted to a discussion of 
the claim that the breed associations have built up the fiction that purebred 
farm animals per se are better than animals not purebreds or registered, and 
a castigation of agricultural college professors for maintaining this fiction and 
using false historical evidence to support it. Mere reference is made to 4 
“new fountain of comparative abundance” (p. 66), “untouched sources of 
supplies which come from our knowledge of inheritance” (p. 64, also pp, 7 
and 8), and to Mendel’s law. Beyond this there is hardly a sentence describing 
the “new agriculture for the twentieth century” and its promise of abundance. 

In the fourth chapter, “Democracy in America,” the author discusses the 
doctrine of “inherent rights” of the individual and the establishment of 
complete local self-government as the purpose of the federal constitution. He 
contends that all governments tend toward tyranny and that we have been 
protected from this increase in power by “the equal administration of equal 
laws” (p. 123). In support of these statements, Gibbons, George Ticknor 
Curtis, Lafayette, Macauley and Motley are quoted. The author claims that 
it was the rise of private wealth with an “equal ballot” that prevented gover- 
ment from increasing its power. He takes a definite stand against government 
promising to protect its citizens from fear and want and quotes with approval 
an Australian editor’s statement that “Fear of poverty has kept men alert 
and hard at work . . . poverty is the stepmother of genius” (p. 130), which 
is hardly in agreement with the author’s own view that progress came only 
with the surplus provided by the “century of grace” (p. 16). 

The last chapter called “Conclusions” has a few references to population, 
food and democracy but is devoted chiefly to the author’s view of the 
distribution of power and dominance of the great nations in post-war Europe 
It is difficult to summarize or evaluate the different ideas expressed in this 
chapter, particularly those relating to a post-war policy for the United 
States, especially since the conclusions have so little relationship to the other 
chapters. Indeed the reader leaves the book with the feeling that the author 
has discussed four unrelated subjects held together by a very fragile thread a 
unsupported Malthusianism. 
GeorcE S. WEHRWEIN 


The University of Wisconsin 
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Economic Geography; Regional Planning; Urban Land; Housing 


nerican Housing, Problems and Prospects. The factual findings by MILEs 
L. CoLeAN; the program by the Housinc Commitrter. (New York: 
Twentieth Century Fund. 1944. Pp. xxii, 488. $3.00.) 
itle notwithstanding, this volume deals primarily with the economics 
the housebuilding industry. Many significant aspects of American housing 
t covered. The book is important not alone because the housbuilding 
y is important, but also because it comes at the end of an era of 
ty concerning housing problems which has stimulated scattered explora- 
nto the nature of the industry. The study contains some original ma- 
is primarily valuable as an ordered though somewhat uncritical 
ion of the work of pioneers of varied insight and professional 
I The greatest contribution lies in a convincing demonstration that 
rimary housing problem is the problem of industrial organization and effi- 
that the reduction of housing costs must be a leading objective of 
: reform; and that a significant cost reduction can be accomplished 
1 multiplicity of remedies affecting almost every aspect of the 
n and distribution of housing. Although the author holds little hope 
ly rationalization of the industry, a less cautious interpretation 
have found more promise in recent tendencies in the direction of 
‘ale building operations and in the impetus to mass production grow- 
' the war housing experience. 
Introduction, the author essays to define “the housing problem,” 
ew preliminaries concludes that the problem is one of industrial 
tion and efficiency. The thesis of the report is “that only by creating 
ial environment conducive alike to volume expansion and cost re- 
an approach to meeting the housing need be accomplished. . . .” 
tudents of housing, this statement stands as a misleading over- 
Certainly the production of more houses at lower costs will 
the long-term social objective of improving housing standards 
ntire population. But the most pressing housing objective is the 
release of hundreds of thousands of American families from dangerously sub- 
standard housing accommodations. The study is fat with evidence which 
y hope for early cost reductions sufficient to solve this problem. 
though the thesis had been properly qualified to limit its scope to 
bjectives, the focus upon the initial cost of housing is too restric- 
mpletion, fixed within a dynamic environment, the house stands 
ical life helplessly vulnerable to external forces which diminish 
nd depreciate its value. Physical forces bring deterioration and 
ll for burdensome expenditures for upkeep; changing fashions 
habits and technological advances create obsolescence destructive 
ever-shifting ecological structure of the community spawns 
decline and blight. The prophylaxis of housing disease cannot 
the construction industry. 
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The volume is organized in three major parts: the first part deals with th 
production of housing, including the provision of land; tne second part cop. 
siders the marketing process and covers the topics of housing finance an 
governmental intervention; the final part contains the conclusions and recon. 
mendations of the Twentieth Century Fund Housing Committee, a “nm. 
partisan committee of qualified experts to review factual findings and sugyey 
a program for action.” 

The study attributes our housing ills to the relatively high cost of housing 
which has resulted in an industry which serves only the top third of oy 
population with new housing and forces the middle and lower income grou, 
to find accommodations in used houses which “filter down.” It is proposed 
that by reducing production costs the new housing may be made available 
at a lower economic level. The result would be an improvement in housing 
conditions for the low income groups by speeding up the “filtering down’ 
process; a further result would be a dampening of the fluctuations in th 
volume of house building through the sustaining influence of a broader marke: 

The effectiveness of “filtering down” is the crux of much of the disagree 
ment between the proponents and opponents of public housing. The on 
group holds that the “filtering down” process is slow and inefficient and that 
the inadequacy of the process as a device for solving the housing problem 
is demonstrated by the observable results. Housing filters down but seldom 
out. The solution, therefore, is the retirement from use of substandard 
housing and the building of new accommodations directly for families of low 
income. If private initiative fails to supply such housing, public action is 
required. 

The opponents of public housing contend that families who cannot afford 
new housing must be satisfied with second-hand dwellings and that private 
builders can, if they really try, build a sufficient number of low cost dwellings 
to permit the retirement of substandard units. It would have been helpiul 
if the author had given more attention to the testing of this hypothesis. The 
brief discussion of the subject ends with the conclusion that housing is nol 
“an article which filters well or in sufficient quantity.” If this be true, it 
would seem to call for an important qualification of the primary thesis of th 
study that the housing problem can be solved by greater production at lowe 
costs. 

The author finds that high housing costs are in part a reflection of 4 
deficient land system. Subdivision activity has been separated from building 
activity; land speculation has been wasteful and has created a great surpl 
of subdivided land, much of it undigestible, thus forcing new building m 
more remote areas; land controls are inadequate and land planning short 
sighted and inefficient. 

The backwardness of the house building industry itself is found by t 
study to be the major cause of high costs. The industry is composed of sit 
units and lacks capable and responsible management. There is an absence @ 
unified control over the whole of the production process. The industry ! 
technically antiquated and harassed by price-fixing agreements and com 
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pinations in restraint of trade. Building codes are generally obsolete and 
often require unnecessary materials and labor. The wide fluctuations in build- 
‘so activity contribute to the insecurity of building labor and lead to the 
ai ption of practices which increase costs and inhibit technological advance. 

The part of the volume which treats of the housing market is a useful 

esentation of largely deductive interpretations of observed market phenom- 
a The fact is that we have much to learn about the economics of the real 
estate market. It has only recently been subjected to exploration; quantitative 
polyet is handicapped by the absence of organized market machinery and 

: the difficulty of discovering the terms of individual transactions. There is 

nost a complete lack of information on real estate sales prices; the avail- 
able rent indexes are useful but leave much to be desired; and construction 
cost indexes are woefully inadequate in the housing field. 

Institutional rigidities have delayed the adjustment of land transfer and 
home financing methods to the needs of modern society, according to the 
author. The property tax is antiquated and unduly burdensome. Federal in- 
tervention in housing finance has been only a palliative. Two rivai mortgage 
systems have been created in the forms of the Federal Housing Administration 
and the Federal Home Loan Bank System. Neither system reduces the risk 
of home ownership, nor is there any effective device for encouraging the pro- 
duction of rental housing. Neither agency is capable of performing adequate 
central banking functions in the mortgage field. In an excess of pessimism, 
the author concludes that the rivalry between the two systems might contrib- 
ute to the development of a boom. The study performs a service in bringing 

o the open the duality of federal participation in the mortage market. 
The author’s implication, however, that the Federal Housing Administration 
and the Federal Home Loan Bank systems are inherently antagonistic does 
not appear to be fully justified. Rivalry and duplication do in fact exist, 
but the objectives of both agencies as expressed in the original legislation 
are much the same: to improve lending practices, to create a sound mortgage 
market, and to facilitate the flow of mortgage money. The mechanics differ, 
but many lending institutions have chosen to accept the benefits of both 
ystems without apparent interference with operations. The real cause of 
riction is not a fundamental antagonism but rather the fact that neither 
yystem is comprehensive, and that the Federal Home Loan Bank System 
serves primarily savings and loan associations while the FHA-approved mort- 
gagee insttiutions are predominantly commercial banks and mortgage brokers. 
Thus the long-standing competitive rivalry between these groups is crystal- 
lized and each agency is subjected to political pressures by its particular 
cients. The evaluation of the contributions of the Federal Housing Adminis- 
ration and the Federal Home Loan Bank System fails to give full credit 

their accomplishments and potentialities, and the preoccupation of the 
author with the notion of mutual antagonism between the two agencies sug- 
the mountain-mole hill analogy. 

T ie estimate of post-war housing needs—which is inevitably a part of any 

‘rent statement on housing—must, as usual, be interpreted with caution. 
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The figure is “more than one million” dwelling units per year for ten Years 
which “could be used.” One might question the value of an estimate which i 
not a forecast of expected production, not a prognostication of market demanj 
nor of the capacity of the industry, but a hybrid kind of guess of need basy 
to a large degree on subjective and unsupported hypotheses. For examp 
400,000 units per year are included toward the replacement of some 1] mj. 
lion nonfarm units judged to be substandard in 1940. No justification jg 
the selection of this proportion is attempted. 

Following the customary pattern of Twentieth Century Fund studies, th 
findings of the research staff are followed in the last chapter by the cm 
clusions and recommendations of the Housing Committee. The Committe 
concludes that in the post-war period the cost of housing will be too high 
to permit a continued large volume of construction; and that the most im 
portant line of attack on the housing problem is the elimination of unnece. 
sary production costs and the reduction of various other elements of cost 
which enter into price. A few of the Committee recommendations may bk 
reported: 

1. The treatment of raw subdivision land as a public untility involving 
a demonstration of necessity as a condition of approval for development 

2. County or state zoning for suburban lands and the creation of pub§j 
licly-owned land reserves. 

3. Use of the power of eminent domain to permit pooling of interests 
by owners in blighted areas for conservation or redevelopment; and te 
public acquisition of lands in blighted areas for redevelopment by the munic4 
ipality or for lease to private re-development companies. 

4. The strengthening of federal antitrust and antiracketeering laws to 
remove restraints within the building industry. 

5. A reduction of production costs through the encouragement of larger 
producing organizations. 

6. A reduction in marketing costs through the greater integration of th 
production and marketing functions, the simplification of transfer pro 
cedure, and the encouragement of large-scale owning and operating orgati 
zations in the rental field. 

7. Authorization of investment by insurance companies in the debt-ire 
ownership of housing property; and a scheme for the federal insurance of 
a minimum yield on such investment. 

8. The integration of the Federal Housing Administration and the Fed 
eral Home Loan Bank System into a codrdinated mortgage system 

9. A public housing program for families unable to command acdequél 
housing in the market through the agency of local housing authorities a 
gaging in the construction and rehabilitation of low-rent housing with sub 
sidies set as a portion of the economic rent of the housing developments 
Few readers will disagree with the proposals to rationalize the indust 

The redevelopment plan and the authority for direct investment by insura 
companies are already crystallized in law in a few states. The yield insuram 
idea was proposed five years ago by Frederick M. Babcock. The proposal 
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D year ME: +ecrate the two federal mortgage systems is sound but not thought through. 
which is rh present public housing approach, with some technical alterations, is en- 
d. The most courageous proposals are the suggested land policies, none 

riginal and some of them politically unapproachable for some time 

But there is real significance in the selection and endorsement by 

nittee of a combination of proposals carefully culled from among 

alternative remedies as most logically growing out of the findings of 


It is so refreshing to read a discussion of the housing problem which sticks 
conomic fundamentals and eschews the welfare approach that one is 


mmittee WN inclined to overlook such minor defects as a certain diffuseness in the presen- 
00 high ation of the material, frequent repetitions, overediting and even that rather 
10st im- MN rambling afterthought which is Chapter 11. Readers who wish to extract the 


mnnece+ MME essence of the findings of the study will find the section on Conclusions in 
of cost Chapter 12 to be useful. This section presents in concise form the essential 
may bel indictment of an industry suffering from institutional inertias which hamper 
jjustment to the needs of an indefinitely expansible demand. It is meat for 

nVOlving#E the institutional economist and wormwood for the classicist. The book is too 
opment long to be popular; it contains too few original ideas to be exciting to the 
Of pu ultrasophisticated in the field. But it is the first comprehensive statement 
mm of its kind, it is a useful compendium, and it will help to break up the dog- 

using ideologists with a dousing in the cold water of econon.ic 


RICHARD U. RATCLIFF 


Labor and Industrial Relations 


ination under Trade Unions. By JoHN T. DuNtop. (New York: 
llan. 1944, Pp. ix, 231. $3.50.) 

ill volume is one of the most significant studies of wages which has 
| in recent years. About half of the essays in the book are concerned 
cyclical behavior of wages, while the remainder deal with aspects of 

e union wage policy. The author’s main object was to raise questions and 
hypotheses, and he has succeeded admirably in these purposes. The 
not profess to provide a comprehensive body of knowledge or theory 
but it is rich in intriguing research suggestions and will 

stimulating to investigators of wage phenomena. 
of the book devoted to cyclical variations in wages, labor 
dust me, and labor costs contains significant factual conclusions as well as 
surat suggestions for further study. After a careful analysis of wage data for the 
nsural Period 1929-1939, the author suggests that wages tend to fall first and rise 
such industries as boots and shoes, hosiery, cotton manufacturing, 


ture, lumber, silk and wool, while the movement of wages in the heavy 
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industries is much more sluggish. An explanation of this pattern is found jp 
the high degree of competition in product markets and the high ratio of wage 
costs to total costs in the first-mentioned group of industries. “Declines jp 
product prices and not unemployment constitute the effective downward 
pressure on wage structures. . . . Wages fell last (and probably least) in the 
sector of the economy in which unemployment was clearly relatively greates 
and rose first where it was also relatively greatest” (pp. 146-148). Unionism 
does not appear to have been a significant factor in the differential movemen; 
of wages, for the light industries were at least as well organized as the heavy 
industries during this period. 

The analysis of cyclical variations in the ratio of labor income to national 
income begins with a demonstration that the behavior of the ratio js 
markedly affected by the method of defining and measuring the two items 
A high degree of stability in the ratio is obtained by using employee com. 
pensation and total income paid out, as reported by the Department of 
Commerce. But this result is misleading. Labor’s share in income paid out 
rises markedly in depression in certain segments of the economy, but it 
happens that these are also the sectors in which output falls most. Changes 
in the ratio for individual industry groups are thus offset by weight changes, 
yielding a relatively stable weighted average. The author emphasizes the need 
for detailed analysis of the data for individual industry groups and criticizes 
the conclusions which Kalecki derived from aggregates for the entire economy 
With respect to the behavior of labor costs, Dr. Dunlop points out that 
the ratio of wage payments to sales was for most industries no higher in 1937 
than in 1927. While this does not refute the contention that high wage rates 
were a major impediment to expansion of employment during the thirties, it 
suggests a reéxamination of what constitutes a “high” wage, and a possible 
modification of inferences drawn from crude wage data. 

A considerable part of the section on union wage policies is devoted to the 
construction of economic models. While the logic of these chapters is im 
peccable, the author has not succeeded in establishing a connection between 
them and the remainder of the book, and they serve little purpose except ‘0 
demonstrate the limited usefulness of this approach to the study of trade 
unionism. It is precisely the limited usefulness of economic models in this 
field which has led to adoption of the “institutional and historical methods’ 
(p. 1) which Dr. Dunlop wishes to supplant. The reviewer does not wish 10 
be understood as defending the purely descriptive writing which so often 
passes as “institutionalism” or “history.” Analytical models are essential i 
the study of unionism is to be raised to a higher level of generality. But in 
attached to the union at each wage rate, which thus takes the place of te 
field models of the type used by Pareto and Weber are likely to be found 
more useful than those which economists are accustomed to construct. _ 

The author’s model of a trade union consists of a demand function ‘0 
labor and a membership function depicting the amount of labor that will 
the ordinary curve. If one knows what the union is trying to maximize— 
whether the wage bill of its members from the industry, or the wage lil 
plus public funds for support of the unemployed, or some other quantity—the 
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wage rate which the union will prefer is formally determined. But the assump- 
tion that effort is being bent toward maximizing some value quantity, which 
requires a considerable leap of faith even in the study of business manage- 
ments, is still less plausible when one is dealing with union officers. The fact 
that Dr. Dunlop’s model would be unrecognizable to union leaders is not a 
basic objection to it—practical men may act economically by intuition. The 
basic question is whether the observable behavior of union officers in bargain- 
ing about wages can be in any way related to such a model, i.e., whether it 
has any empirical usefulness. On this question, the reviewer would venture a 
negative judgment. 

More attention might well have been paid to the question of what is meant 
by “the union” in this connection. Who determines what wage rates are to be 
asked, how is the decision arrived at, through what administrative mechanisms 
is it effectuated? These questions, analogous to those which arise in the study 
{ policy making in business corporations, must be anwered before union 
behavior in wage bargaining can be properly interpreted. 

An attempt is made in Chapter V to define the elusive concept of “‘bar- 
gaining power” and to examine the effect on wage rates of competitive 
conditions in related markets. The definition used is similar to Lerner’s 
definition of monopoly power, and rests on the difference between the actual 
wage rate and the rate which would have been paid had pure competition 
existed throughout the cluster of product and factor markets involved. It is 
thus not a definition of bargaining power in the ordinary sense, since labor 
may have negative (though never positive) “bargaining power” even though 
pure competition prevails in the labor market. The main conclusion reached 
is that, other things being equal, wages will be highest if pure competition 
prevails in the product market, lower if monopsony exists, and still lower if 
monopoly exists. This result, which contradicts the common sense impression 
that wages will be highest if sale of the product is monopolized, is due partly 
to the assumption of a rising supply-curve of labor to the industry. This 
assumption would seem to be of doubtful usefulness in view of the very 
frequent existence of underemployment in our economy. 

Much more useful, in this reviewer’s opinion, are the two chapters in which 
the author outlines in more pragmatic fashion the main issues which every 
union must face in dealing with wages. The questions discussed include the 
importance of the size of the bargaining unit, the interest of unions in wage 
differentials between occupations and between firms, the ways in which the 
wage-structure may be used to achieve non-wage objectives, the extent to 
which unions take account of the effect of wage rates on employment, and 
the ways in which unions may secure a larger wage-bill by influencing the 
market for the product. Most of these questions have long been recognized as 
important by students of trade unionism. The author’s contribution consists 
in a skillful arrangement and exposition of the problems in brief compass, 
‘requent illustration of the problems from the experience of particular unions, 
and an occasiona! challenging hypothesis, for example, the suggestion that 
“Wage structures are bargained for in an essentially non-cyclical time setting” 
‘Pp. 68). In short, these chapters are a surveyor’s chart of the economic issues 
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with which any inductive study of union wage policies must deal. They shou) 
do much to stimulate more and better work on these issues. 

The final chapter reveals a refreshing lack of reverence for market. 
determined wage rates and provides some reasons for hope that administered 
labor markets may be used to achieve a better allocation and utilization of 
resources than has existed in the past. 

Lioyp G. REYNotps 


The Johns Hopkins University 


Organized Labor and the Negro. By HerBert R. NORTHRUP. (New York: 
Harper. 1944. Pp. xviii, 312. $3.5C.) 

This book, as indicated by its title, is devoted mainly to an examination 
of trade union policies with respect to the admission of Negroes to member- 
ship. Though incidental to the main theme, a review of the Negro’s position 
in various industries since the depression of the 1930’s takes up considerable 
space. The industries thus touched upon include the building trades, raj. 
roads, tobacco, longshore work, shipbuilding, textiles and clothing, coal 
mining, iron and steel, and automobiles and aircraft. 

Negroes, it need hardly be stated, have traditionally occupied the lowest 
rung in the industrial ladder. They have been confined largely to the poorest 
paying and least desirable occupations. Until World War I the vast majority 
were in agriculture and domestic service in the southern states. But in the 
decades of the twenties large numbers of them migrated to the industrial 
centers of the North. While their entrance on a large scale into mass pro 
duction industries brought an improvement in their status, Negroes were 
assigned mainly to unskilled work with slow advancement to better occupa- 
tions. Even when employed in skilled jobs their work more often than not 
was the kind least desired by white men. For example, in the automobile 
industry virtually all skilled Negro employees were employed at Ford’s River 
Rouge plant. Although engaged in nearly every skilled occupation, including 
tool and die making, they were heavily concentrated in the foundry where 
the work is hazardous and dirty. Again in coal mining where Negroes have 
been a long established part of the working force and where they worked in 
all capacities by the side of white men, only a relatively small proportion 
were employed in machine occupations. The overwhelming majority of Negro 
coal miners were handloaders, and this has rendered them particularly vu 
nerable to technological displacement. On the railroads, it should be met 
tioned in this connection, displacement of Negro maintenance-of-way ¢tt 
ployees by machinery has also been taking place. 

From the depression of the thirties to the entrance of this country inte 
World War II, the position of Negroes in industry gradually deteriorated 
In the South, which was hardest hit by the depression, they suffered severe 
reverses in the building trades, on the railroads, in shipbuilding, and in long 
shore work. The employment policies of the federal housing program brougi 
some relief in the building trades. But on the railroads their position gre" 
increasingly precarious and even now, the wartime labor shortage has 00 
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improved the situation in the transportation branch of the industry. By 

means of such featherbed devices as the “full crew bill” and by agreements 
which keep employment at a minimum and prevent promotions, the unions 
are gradually pushing Negro firemen and trainmen out of the service. The 
author points out that the unions’ program of Negro exclusion has been 
greatly implemented by the procedure of the National Mediation Board and 

e Adjustment Boards. 

Since the entrance of this country into the present war the position of 
Negroes in industry has been bettered. Still, progress has been slow in many 
places. One of the most painful headaches of our wartime manpower problem 
has been connected with the introduction and upgrading of Negro labor in 
various war industries. In aircraft the employment of Negroes in considerable 
numbers in other than menial capacities began only recently. In shipbuilding 
the loses sustained by them during the depression have not been altogether 
regained. With a view toward narrowing the area of racial occupation dis- 
crimination and thus toward easing somewhat the manpower shortage in 


F critical centers, the Fair Employment Practice Committee was created by 


executive order of the President. Though the Committee has not worked 
the miracles many expected, its success must be considered rather remarkable 
when we take into account the fact that the enforcement of its so-called 
“directives” rests mainly upon the support of public opinion. 

Today the total volume of employment among Negroes as among whites 
has reached an all-time high. But the author, like others who have given 
thought to the subject, pictures the post-war industrial outlook for Negroes 
as none too bright. He feels that in converting to.a peacetime economy the 
impact of the change is bound to be greater upon Negro employees. These 
employees are late comers in the major branches of industry. They have, 
accordingly, acquired less seniority on an average than white workers. Even 
if seniority rules were strictly observed in dismissals, a much larger propor- 
tion of Negroes than whites would be the first to go. 

The Negro’s historically inferior industrial status is due to a complexity 
of factors. No single cause will explain, for example, the loss of his former 
monopoly of skilled work, especially in building trades, in the South. It is 
true, of course, that the entrance of white men into these trades after the Civil 
War, the attitude of organized labor, and the policies of employers were 
important factors. But just as important was the vocational unpreparedness 

the masses of Negroes. This deficiency has often been ascribed to the 

y of the forces of “higher education” as led by W. E. B. DuBois over 
the industrial education program of Booker T. Washington. Undoubtedly this 
change in educational values in Negro community life, itself a reflection to 
some extent of the Negro’s reverses in the labor market and more generally, 
in polit itical life, played an important réle. But there is another seldom men- 
tioned factor. This was the failure of the proponents of industrial education 
among Ne groes to keep abreast of the technical changes in industry and 
vocationally to prepare the masses to meet them. 

At the gan ing of the conversion of industry in the present war, it was 


not Sj 


mply race prejudice but also the Negro’s lack of vocational training 
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that handicapped his employment. No apology is offered here for manage. 
ment’s refusal to hire qualified Negroes or its reluctance, except in emergen. 
cies, to recruit Negro labor. As the author indicates, the employment and 
the promotion of Negroes is management’s responsibility. Yet it should als 
be said that management’s failure in these respects is often due to fear of 
arousing their white workers’ antagonism. A retiring member of the Fair 
Employment Practice Committee reports that at the time of his resignation 
the Committee’s failure to bring about employment of Negroes was due in 
90 per cent of the cases to the opposition of white employees. But the racial 
attitudes of white workers, like those of white employers, reflect the prevailing 
racial mores of the community. 

The racial attitudes of American wage-earners are perhaps best reflected 
in labor organizations. As these attitudes vary from community to community 
it is not surprising that the “racial policies of American trade unions vary 
from outright exclusion of Negroes by some organizations to the full 
acceptance of them with all privileges of membership by others” (p. 1) 
Negroes are excluded from twenty-two unions. This is accomplished either 
by a provision in the ritual (one union) or in the constitution (13 unions), 
or by tacit consent (8 unions). The single union in which exclusion was 
effected by means of the ritual was the International Association of Mo- 
chinists, an AFL affiliate. Of the thirteen unions that excluded Negroes by 
clauses in their constitutions, six were affiliated with the AFL while the 
remaining seven were unaffiliated. These seven unaffiliated unions were in 
the railroad industry—the four big railroad transportation Brotherhoods, the 
two unions of yard masters, and the train dispatchers. Of the unions that 
excluded them by tacit consent, six were affiliated with the AFL and two 
were independent. The author appears to be in error when he includes the 
Seafarers’ Union in this last category as this union does admit Negro 
stewards. 

A number of unions have adopted the policy of organizing Negroes into 
auxiliary bodies as distinguished from separate locals. The policy is followed 
by seven AFL unions and two unaffiliated organizations. Mr. Northrup thinks 
this policy is more reprehensible than outright exclusion, since it is a means 
of controlling the competition of Negroes while at the same time denying 
them effective bargaining representation and a voice in the union’s internal 
affairs. 

The racial policies of the CIO and its unions as portrayed by the author 
are in decided contrast with those of the AFL and many of its affiliated bodies 
No union affiliated with the CIO excluded Negroes from membership—# 
least none are cited by the author. Furthermore, Negroes are admitted to al 
CIO unions on an equal footing with white members. The AFL has time and 
again declared itself in favor of organizing all workers irrespective of race. 
But when it has been confronted with the issue of race discrimination % 
practiced by some of its unions, it has dodged behind the principle of the 
local autonomy of its constituent unions. The stand of the CIO, according to 
Mr. Northrup, has not been confined to pronouncements of noble sentimen’ 
It has encouraged the national officers of many of its affiliates in their effor's 
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to eliminate discrimination of Negroes on the job and in local union affairs. 
In many cases, however, the position of AFL unions is as liberal as that of 
CIO unions. Among such unions are to be found the hodcarriers, the plasterers 
and cement finishers, and the longshoremen, four of whose vice-presidents 
are Negroes. 

That the author is biased in favor of the C1O and its unions seems fairly 
evident. He does not give much weight to the removal of the color bar by 
some local AFL unions although this directly violates their national constitu- 
tion or ritual. Though the practice may not have become general, it is a 
significant step and the unions inaugurating it should at least have been 
credited with courage. On the other hand, according to Mr. Northrup’s own 
account, CIO locals have struck in numerous instances against the intro- 
duction and upgrading of Negroes in war industries in direct defiance of their 
oficers and the agencies of the federal government. 

The author appears to view the problem of the relation of Negro workers 
to organized labor as a question exclusively of admission to membership in 
trade unions. He thus fails to explore the bearing of some general policies of 
unions and the federal government upon the problem. For example, in 
referring to the displacement of Negro maintenance-of-way employees, he 
more or less casually mentions as a contributing factor the payment of the 
40 cents minimum under the Fair Labor Standards act. The displacement of 
Negro coal miners is also mentioned by him. In this case we are left to 
infer the causes which appear to be connected, on the one hand, with 
federal stabilization of coal prices and, on the other, with the wages policies 
of the union. It is, of course, quite proper for the author to stress the 
enlightened attitude of the United Mine Workers toward Negro membership 
and participation in the union. But if the policies of government and the union 
result in a continued decline in the employment of Negroes, the question of 
their relation to the union becomes a purely secondary consideration. 

A final critical word may be said concerning the author’s proposals for 
remedying racial discrimination as found in industry and as practiced by 
trade unions. To curb discrimination in industry he proposes the passage by 
Congress of a Fair Racial Practice act. The act as proposed is to be admin- 
istered by a board with functions similar to those of the National Labor 
Relations Board. If present attitudes of political parties are any indication 
of what Congress will do in the future, it appears safe to assume that the 
creation of a permanent Fair Employment Practice Committee is more than 
likely. Still, it is altogether improbable that Congress will clothe this agency 
with the broad powers and functions proposed by Mr. Northrup. The author 
further proposes that unions practicing race discrimination be denied the 
use of public-supported boards of mediation, labor relations, and so forth. 
In making this proposal he fails to take into account the present intrenched 
powers of labor unions under federal laws and the fact that these powers 
would most certainly be used to defeat the adoption of his proposal. 

It seems to the reviewer that the first step toward Mr. Northrup’s goal 
vould involve curbing the expanding powers of organized labor. Indeed, the 
author himself suggests that just such a step be taken with respect to railway 
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labor organizations. He proposes that the Railway Labor act be amended 
so as to provide for public representation on the Adjustment Boards and fo, 
court appeal for the losing party. But he ignores the vast extension of trade 
union power in other branches of industry, the result of the closed shop and 
the trend toward industry-wide collective bargaining supported by federal Jaws 
and policies. Simply to have the government forbid unions that engage in racia] 
discrimination to enter closed shop agreements leaves this power untouched. 
Even where union membership is open to all, irrespective of race, such power 
is not consistent with the general interest of the public nor with the particular 
interest of Negroes as a minority. Furthermore, Mr. Northrup’s proposal 
forbiding the closed shop where unions discriminate racially, would probably 
be confronted by public indifference as well as by trade union opposition. The 
reviewer is of the opinion that it would be better to amend the laws to make 
the closed shop contrary to national policy. This too would be opposed by 
organized labor, but public support would probably be sufficient to offset 
the resistance. 

In spite of our strictures, Mr. Northrup’s investigation fills an important 
gap in our knowledge of the racial policies of trade unions and the status of 
Negroes in industry since the last depression. In addition to the results of his 
independent research, he has brought together a considerable amount of new 
unpublished materials from government and other sources, notable the 
Carnegie-Myrdal study. 

ABRAM L., Haris 

Howard University 


The Rubber Workers—Labor Organization and Collective Bargaining in the 
Rubber Industry. By Roperts. (New York: Harper. 1944. 
Pp. xiii, 441. $4.00.) 

As a “story of the efforts to organize one of the ‘citadels’ of anti-unionism 
Dr. Roberts’s new book, The Rubber Workers, will be welcomed by labor 
economists as an authentic account of the growth of unionism in one of 
America’s great mass production industries. 

Starting out with a short description and analysis of the growth and 
importance of the industry, the author proceeds to give a fairly exhaustive 
chronological account of the efforts to organize the industry from the site f 
the Knights of Labor down to the current war period. Throughout the ston 
he pays particular attention to the spectacular events, such as labor disputes 
and strikes, which have marked the struggle for union recognition. This 
struggle is well pictured in a chronological case history of developments 
the Goodyear Tire and Rubber Company which played the part of the “Lone 
Wolf” in forestalling unionization and collective bargaining long after the 
other companies had given in. Securing most of his information from pub- 
lished documents of the LaFollette Committee Hearings, the author out 
in dramatic fashion the various devices used by the company in frustrating 
the attempt of the United Rubber Workers (CIO) to secure bona fide 
collective bargaining status. His study deals almost exclusively with the fight 
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to achieve collective bargaining status rather than with the process of col- 
lective bargaining as such. 

There follows a chapter entitled “The National Labor Relations Act and 
‘he Rubber Industry” in which several typical NLRB cases are summarized. 
The next chapter entitled “Collective Bargaining” catalogues the substantive 
provisions of the various union agreements and presents a statistical analysis 
of the time involved in negotiating the various agreements in the industry. 
In another chapter, the problems of decentralization and migration of the 
industry from Akron are outlined in some detail along with a discussion of 
wage differentials and difficulties in organizing the unorganized outside of 
Akron. 

In his final chapter the author concludes that the “outlook for the existence 
of collective bargaining in the rubber industry is bright” since the United 
Rubber Workers (CIO) have considerable numerical strength and have 
achieved a fair degree of internal unity, sensible, aggressive, but conservative 
leadership, and a membership which, although new to the trade union move- 
ment, is actively interested in what the future holds in store for it.” He 
concludes also that the outlook for the industry is equally good because 
‘industrial disputes are being effectively curtailed and the orderly procedures 
set up under collective agreements are superseding the strike and lockout.” 

It is unfortunate, however, that there is no description of the structure of 
the union (the United Rubber Workers) and little analysis of the internal 
problems of union government nor of the specific difficulties involved in 
developing “sensible, aggressive but conservative” leadership in the locals. 
The reader, therefore, is given no picture of the strength or weakness of the 
union as an organization nor any impression of its structural or idealogical 
effectiveness in coping with the fundamental problems of the rubber industry. 

The author measures the effectiveness of the union in terms of the number 
of agreements negotiated, the increase in membership and the decrease in 

of strikes. He does not trace, however, the development and relative 
different types of grievance procedures, nor does he analyze, for 
xample, other collective bargaining problems such as the intra-union diffi- 
lties involved in the development of the seniority clauses in the rubber 
agreements, For this reason, the study makes only a limited contribution to 
research in the field of economics of collective bargaining. 
FREDERICK H. HARBISON 
University of Chicago 


Wartime Labour Developments in Australia, with Suggestions for Reform in 
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Post-War Regulation of Industrial Relations. By ORWELL DE R. 
FOoENANDER. (Melbourne: Melbourne Univ. Press. 1943. Pp. xxix, 177. 
17s. 6d.) 

Labour in New Zealand, By A. E. C. Hare. (Wellington: Victoria Univ. Coll. 
1944. Pp. 71. 2s. 6d.) 

Anthropologists have a theory of “diffusion of culture” which may account 
in part for the extraordinary similarity in the patterns of wartime controls in 
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countries thousands of miles apart and in varying stages of economic ¢& 
velopment. The history of industrial relations in Australia, a continent almosy 
as large as the United States, was different from ours. Unionism has been ay 
accepted part of the scheme of social organization and has full legal sanction, 
Courts were set up to fix minimum wages and sanction collective bargaining 
long before we in the United States accepted the concept. Individualism ang 
free enterprise are regulated in Australia within the prescribed limits of generally 
accepted standards. To be sure, Australia’s entrance into the global war wa 
accompanied by the recognition that union rights must shrink in the face of 
the greater common peril. 

In order to achieve and maintain continuous production at the highes 
possible level the Australian Industrial Relations Council was created, The 
Commonwealth Court of Conciliation and Arbitration became concerned with 
the defense as well as the industrial organization of the country. Schemes of 
price control and capital rationing were put into operation. Certain classes 
of workers were restricted as to their freedom to transfer their jobs, and limits. 
tions were placed on the maximum rates which workers were permitted to 
receive. The National Security (Industrial Peace) Regulations of 1940 e. 
larged the powers of the Federal Arbitration Court to extend beyond the limits 
of any one state, and even beyond the declared industrial dispute. Any in 
terruption of work, or stop-work meeting, or potential dispute, now came withi 
the jurisdiction of the Court. 

Problems arose, however, involving non-codperation of employers as wel 
as the problems of absenteeism, due to health and industrial fatigue, and the 
infiltration of new workers. In February, 1942, an amendment to the 
National Security Act banning strikes and prescribing penalties was enacted. 
The shortage of skilled labor became a pressing problem and the attempt to 
solve the problem by the dilution of labor, through the use of semi-skilled 
workers, and mechanical devices was made. All of these changes were effected 
with the consent of organized labor and employer organizations. 

One of the most interesting chapters is that on post-war readjustments and 
change. The author frankly faces the various possibilities of governmea! 
controls, even including complete socialization of industry. He is cognizant 
of that fact that any program depends on the outcome of the war and the wil 
of the people. 

A thousand miles away from Australia is New Zealand, with an economic 
and political history that has long been considered that of a real working dt- 
mocracy. Mr. Hare in his little pamphlet on Labour in New Zealand in 1943 has 
introduced a new note in his analysis. The class struggle can be minimized i 
workers have a psychological “cordial entente” with employers or superviso's 
if workers feel that they have status in industry, if they feel that they at 
important to production, then class bitterness will be lessened. Indust trial 
psychology is indeed a new science. Unfortunately it is too often applied ia 
periods of labor shortage and abandoned in periods of labor surplus. 

Mr. Hare describes the program of wartime controls in New Zealand wi hich 

parallel those in Australia. The control of manpower was effected by the 
appointment of a Minister of Industrial Manpower in July, 1943. His powes 
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are similar to those of our Man-power Commission. Other wartime problems 
which face New Zealand are an increase of child labor, absenteeism, accidents, 
and industrial disputes. The Stabilization Regulation, like that of Canada, 
provides for an increase or decrease in the general level of wages following 
the increase or decrease of the level of prices as indicated by the government 
price index. This fact, accompanied by rigid price controls, has been in part 
responsible for the decrease i in strikes in essential war industries. 

The significant fact about the controls of both Australia and New Zealand 
is that they are but an intensification of the peacetime controls already accept- 
ed by capital and labor in both countries. There is little discussion of post- 
war abandonment of these controls. 

THERESA WOLFSON 

Brooklyn College 


Independent Unions Under the Wagner Act. By SAmurEt M. SALny. (Boston: 
Hildreth. 1944. Pp. viii, 342. $8.50.) 


Section 8 (2) of the National Labor Relations act declares it to be an 
unfair labor practice for an employer “to dominate or interfere with the 
formation or administration of any labor organization or contribute financial 
or other support to it.” The author of this book outlines what the Board and 
the courts have found to be the meaning of this phrase. 

It seems to the student of labor economics that in Section 8 (2) Congress 
obviously intended to outlaw the type of company-dominated union that 
during the NRA days flourished so vigorously under the guise of a collective 
bargaining agency. On the other hand, as the author points out, workers do 
have a right to join an independent union in which their employers have not 
had a dominating influence. To the laymen, it would seem that all a company 
would have to do is to refuse to try to dominate or interfere in any labor or- 
ganization of its workers. Apparently, however, some employers have 
attempted to see how nearly they could come to domination without actually 
overstepping the bounds of the law, and Mr. Salny cites several hundred 
cases by means of which the Labor Relations Board and the courts have 
attempted to define these boundaries. 

Of considerable importance to the whole subject of independent unions 
under the Wagner act is the answer to the question, “What must be done to be 
saved from the stigma of past domination?” In an adequate chapter the author 
presents the findings of the courts and the Board on how company-dominated 
union can be purged or “disestablished,” as the Board calls it. Each case, 
to be sure, must be handled individually, but in most of the cases cited there 
was apparently little difficulty in determining that the disestablishment had 
taken place, if only the employer had made up his mind fully to accept the 
inevitable. The border-line cases seem to be those in which the employer 
wanted to hold just a mite of control, if his lawyer could only show him how 
to do so legally. 

This chapt er on disestablishment can presumably be considered historical, 
for surely nine years after the passage of the Wagner act, there should not 
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be many company-dominated unions left to be disestablished. The remaining 
chapters in the book, however, deal with current problems which any employer 
may face today. Here again, the cases seem to show that if the employer makes 
up his mind that he is not going to try to dominate or interfere with jis 
workers’ organization, he does not have a great deal of trouble even though his 
workers do decide to have an independent union. But this is not always true 
A careless word, the careless talk or actions of subordinate supervisors, too 
friendly relations with the independent union when the CIO or AFL union 
is also on the ground—these may bring the employer before the Labor 
Relations Board on charges of interference. Apparently, however, if the 
company is not guilty of trying to interfere or dominate, no cease or desist 
orders are issued. In several chapters the principles of correct action on the 
part of employers are thoroughly discussed. 

In one of his later chapters, the author describes the practice and evidence 
before the National Labor Relations Board. Built around the specific subject 
of independent unions, this discussion, nevertheless, is most interesting in 
portraying the type of evidence acceptable under the law and rules of the 
Board. As Mr. Salny says, the subject deserves a more extensive treatment 
than part of one chapter, but he has given us the good beginnings of such a 
study. 

In a final section are reproduced twenty-one forms ranging from copies 
of circular letters which workers may send to their fellow workers, advising 
them of the formation of an independent union, to a draft of the last speech 
which the employer can legally make, urging his workers to join the inde- 
pendent union. Even a constitution for the independent union is included. 

One puts the book aside with mixed feelings. The book carries a subtitle 
A Manual for Attorneys, Labor Relations Advisors, and Union Officials Acting 
for Employers, Employees, or Unions, in Relation to the National Labor Relé- 
tions Act. It is a manual and it does bring together in good legal form the 
the boundaries established by the Board and the courts in interpreting 
section 8 (2) of the law. Yet one wonders whether a more correct title would 
not be How Legally to Build Company Unions Despite the Wagner Act. 

FRANK T. DE VYVER 

Duke University 


Maintenance of By BRYCE M. Stewart and WALTER 


83, $1.25. ) 

This study examines analytically and statistically union security cases before 
the War Labor Board and its predecessor and details company experience W with 
the union security provision. It traces the evolution of the union security issue 
from the groping by the public members of the War Labor Board for a po icy 
which would assuage union discontent over their weakened position | in dealin 
both with possible company hostility and the organizing activities of rive 
unions. It becomes clear from an analysis of the cases that the Board appli ied 
the clause in a most hesitating manner—varying the scope of application for 
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diverse reasons—until it became the standard demand of petitioning unions. 
The employer members, failing to obtain any measure of union regulation as 
, quid pro quo, voted against union maintenance in the great majority of 
cases even after it had become established policy. 

The analysis of the returns of 59 companies regarding their experience with 
ynion maintenance provisions shows less than 10 per cent withdrawals during 
the escape period; moderate but uneven observance by unions of requirements 
laced upon them; some, but no spectacular, increase in union membership; 
and no over-all improvement in industrial relations. 

"The authors indulge in some reflections on the union security issue, based 
partly on the returns of the 59 companies and partly on an interpretation of 
the labor policy of encouraging the growth of union activity. The conclusion 
is inescapable that employers are still “reluctant dragons” and are altogether 

nvinced of the value of the “maintenance of membership” provision in 
improving industrial relations. The unions themselves regard the provision 
as an unsatisfactory compromise of their demands for the closed shop. This 
is quite certain to be a bone of contention soon after the war. 
Gustav PECK 
a, DL. 


er Mobilisation for Peace. (Montreal: Internat. Labour Office. 1943. 
78. 25 cents.) 

This pamphlet presents a general summary of the problems of labor market 
readjustment in the post-war transition period, with primary reference to 
the measures now in effect or under discussion in the United States, Britain, 
and the British Dominions. 

Great stress is laid in the introductory and concluding sections upon the 
importance of full employment in the post-war period, and upon the necessity 

r advance planning to bring it about. “Now is the time,” it is urged, “to 

t the return of the unemployment which was symptomatic of the ill- 
f our pre-war way of life and to plan for full employment of all our 

human and material resources after the war.” 
amphlet itself carefully avoids any discussion of this central 
or of the direction in which its solution may be sought. Attention 
is concentrated exclusively on the marginal problems of minimizing frictional 
losses and P roviding a measure of economic security against the hazards of 
short nemployment. After a brief review of the wartime changes in the 
vefore MEESZe and dis stribution of the labor force, the pamphlet proceeds to a discussion 
» with of the r readjustment to peacetime conditions. The problems of military demo- 
‘cue Mie lization, industrial demobilization, and those connected with the abnormal 
solicy "time expansion of the labor force are discussed in turn. Emphasis is 
aced on problems of reémployment preference, dismissal pay, more adequate 
employment compensation, retraining, and especially improvement of 
employment exchange machinery. Though it is repeatedly pointed out that 
succes in solving these problems will be largely dependent upon maintaining 
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a high general level of employment, this problem itself is regarded as beyong 
the scope of the pamphlet. 

The purpose served by such a pamphlet is not clear. Limited largely tp 
general descriptive material and noncontroversial exhortation for the collection 
of more adequate information and the extension and coordination of gover. 
mental facilitative services, it is too cursory a treatment to be of value to those 
who already have some familiarity with the field. The limitation of its scope 
to marginal problems renders it of slight value in providing orientation {or 
the general reader. The disparity between the scope suggested by the intro. 
duction and that of the pamphlet itself may lead to the dangerous miscon- 
ception that the problem of full employment will solve itself if the marginal 
problems are effectively dealt with. It is not sufficiently emphasized that 
retraining, improvement of the organization of the labor market, and even 
extension of unemployment compensation and social assistance, important 
though all of these may be, are not measures which can contribute significantly 
to the solution of the central problem. 

LorING Woop 


Washington, D.C. 


The Unemployed. By Ext GinsBerc and Associates. (New York: Harper 
1943. Pp. xii, 418.) 

This study of the effects of unemployment upon people was carried on under 

the auspices of the Columbia University Council for Research in the Social 


Sciences. 

The book endeavors and fulfills its purpose by describing unemployment 
in a dynamic fashion. It differs from many other treatises on the subject by 
discussing individuals and families rather than by describing unemployment 
as an abstract entity. 

The Unemployed is divided into two books. Book I, “Interpretation,” con- 
siders the background of the families and includes data relative to the time 
when the breadwinner was still in private employment, the period of unen- 
ployment prior to going on relief, and the experiences of families on Home 
Relief and the W.P.A. Lastly, Book I takes up the various obstacles to reet- 
ployment and discusses the significance of the findings. An epilogue sun 
marizes the impact of the war on reémployability. There is an Appendix 
which describes methodology and contains twenty-five tables. While the 
Appendix explains in full the techniques used, it would be very helpful to the 
reader if an introductory chapter dealt with the methodology employed, the 
sample, and criteria for selecting cases, etc., or if footnotes to the text referred 
to the pages in the Appendix where the specific information could be locaiet. 
For instance, on page 32 the reader is confronted with a statement on “We 
private group” and is completely at a loss as to what is meant until he reads 
the Appendix. 

Book II contains twelve cases which include an equal number of Irish 
Catholic, Jewish, and Anglo-Saxon Protestant families. To determine whether 
unemployment was responsible for changes noted in families on reliei, 4 
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control group was included of families from the same background who had 
aped relief. Moreover, a second control group was sclected, composed of 
amilies on relief who had returned to private employment. In order to find 
yt whether racial-religious factors influenced the adjustment of individuals 
relief, the sample was limited to an equal number of Irish Catholics, Jews, 
and Anglo-Saxon Protestants living in New York City. The sources utilized 
were the case records of social agencies, the files of the public employment 
fice, and data obtained in interviews with members of the families surveyed. 
The: sample contained 180 cases and all calculations were based on this 
numbe a relatively small sample from which to draw any generalized conclu- 
ns. For instance, the authors found that “there were ten aliens among the 
enty-fv foreign born women whose husbands were on W.P.A. Of the 
-three foreign born men on Home Relief, seventeen were aliens; and of 
the thirty -seven foreign born women, twenty-five had failed to obtain citizen- 
ship.” The authors conclude from these figures “that the schools, the churches, 
and other communal organizations have been remiss in furthering an Ameri- 
ynization program.” 
The tables present detailed data on the families studied but would prove 
nelpful if the terms were defined. For instance in Table 5, “Extent of 
States Education or Equivalent,” one would like to know what is 
int by “some high school education.” Is it a semester of work or two 
years? Table 15 considers unions and attitudes toward unionization. The 
latter are indicated by the symbols +, —, 0, and ?, which respectively mean 
favorable,” “negative,” “ambivalent,” and “unknown.” Actually how is 
rable” defined? Does it mean 100 per cent in favor of unions or does 
t connote a positive attitude with reservations? Likewise, Table 18 deals with 
using and such words as “good,” “adequate,” “poor,” and “crowded” are 
+ pe These are relative terms and a house for three people might be 
’ while the identical home for seven might be “poor.” Tables 24 and 
titude towards Future” and “Evaluation of Home Relief Record,” 
i same question of definition. In the former one finds “optimistic,” 
mbivalent,” and “pessimistic,” while in the latter the legend indicates that 
and O are equivalent to “great,” “little” and “moderate.” All these 
terms are rather meaningless without specific definition as to their use in this 


ccording to Mr. Ginzberg and his associates, two hypotheses were selected 
testing: (1) Was work relief superior to home relief? and (2) Was the 
istment of the unemployed greatly influenced by their racial-religious 


ackero und: 2 


i detailed fashion the authors attempt to answer these questions and the 
indicate that: 

iost all persons on Home Relief and W.P.A. suffered serious reduc- 
is In income and thus the families had to adjust:to less food, less clothing, 
and less medical care; 

i Many men suffered a loss of status, though this was less marked in the 
W.P.A. families, where the men worked for the money they received; 
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3. W.P.A. was superior to home relief in that (a) families on WPA of s 
suffered less of a break with the past—the breadwinner continued to work~ Hi jam: 
and (b) families on W.P.A. escaped the periodic visits made on home relies HP fed | 


recipients; 

4. Racial-religious factors played a minor réle in determining the behavior how 
of the groups studied, which was accounted for by the fact that those surveyeg addi 
lived in the same type of apartments, worked at similar jobs, traveled in the redu 


same conveyances, read the same newspapers and saw the same movies. TI 
In addition to these conclusions, one finds throughout the study discussion On 
of the réle of private agencies, the techniques of social workers, and the merits savil 
and demerits of home relief and work relief. amor 
The case studies which comprise Book II have value in that they present or 
unemployment as a vivid living experience. their 


This volume should be useful for teaching purposes and for the lay public as t] 
interested in the effects of unemployment on people. vill 
FRANCES T. Cann other 


Washington, D.C. polit 
TI 
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War-Time Pattern of Saving and Spending. By CHARLES MADGE (Cambridge: J 
Univ. Press. New York: Macmillan. 1943. Pp. viii, 137, $1.50.) ote 


This study of the British wartime pattern of spending and saving was An 
made possible by grants from the National Institute of Economic and Social savin 
Research. The author, stimulated by Keynes’s writings on savings and en- appa 
couraged by him to undertake this field investigation, attempted to “find out meth 
how much of their income was being saved by wage-earner families” (p. | statis 
The method of collecting the data during the first part of the investigation is the 
described as “being to ask a random sample of them [wage-earner families) of co 
a series of questions about their savings, ” and during the last nine months classi 

“to get details of spending as well as saving, so as to see whether in each case Me 
the account given balances with what is known of the family income.” saver 


Successful interiews with 715 families in Leeds compose most of the source prese 
material for the later part of the study. The number of families interviewed not s 


earlier in Glasgow, the second largest source of data, is not disclosed, but does Glase 
not appear to exceed the 586 familes tabulated on page 59. Still less det . stand 
is given about the collection of data in York, Bristol, Slough, Bradi the st 
Coventry and Blackburn. activi 

The author, despite the slight coverage, the change in methods, and the impre 
absence of homogeneity in these data owing to the period of time throug) a 
which the investigation stretched, has drawn many interesting conclusic sion We 
The strongest factor affecting the amount which any wage-earning family 


saves is found to be its income. As next in importance, the “propens!! 
save” and the number of children in the family are listed as the determinan’s 
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of saving. The “propensity to save” is apparently nothing more than the 


required for ‘‘necessities”) from which savings are possible. On this point, 
however, the author states on page 65, “It therefore seems clear that the 
addition of a child to a family does not correspond straightforwardly with a 
reduction of income, in terms of its effect on the spending and saving pattern.” 

The results of savings are shown to foreshadow important social effects. 
On page 67 the author states “the most striking feature of our data on 
saving,” is “the way in which the heavy saving tends to be concentrated 
among a few families.” For example, “10% of the budget families saved 13s. 
or more per week and were responsible for 51% of national saving, though 
their earnings were only 14% of gross earnings” of this group. This is taken 
as the means by which (p. 82) “a fairly small section of the wage earners 
will accumulate savings and from that vantage point will assimilate itself in 
other ways with the middle-class.” This tendency “from the social and 
litical point of view, is perhaps the most interesting result of our inquiry.” 
The methods used in analyzing the data are of considerable interest for 
students of economics. One of these is the analysis of “equivalent income” in 
which an answer is attempted for the question of (p. 123) “How much 
additional income does a family of given size require to compensate it for 
the costs of upkeep of an additional child?” Regression equations of “excess 
income” on “net income” are derived and the variation due to the cost of the 
child calculated. The results were found to be inconclusive, either because 
of the size of the samples or because of errors in the fundamental concept. 

Another analysis concerns the relation between national and insurance 
savings to income and excess income. Here again the underlying data were 
apparently not strong or consistent enough to accommodate the refined 
methods used in the analysis. Most of the correlation coefficients are not 
statistically significant. Moreover, rank correlation is used as a measure of 
the degree of association whereas it can be used only to show the existence 
of correlation. A carefully worked analysis of Glasgow savings bank accounts 
classified by type of holder is of considerable interest. 

Most success has been shown in the exposition of the case studies on 
savers, Appendix II deals with the general traits of high and low savers and 
presents thirty-two case studies of savers with their reasons for saving or 
not saving. Appendix III sets forth the impressions that wartime Slough and 
Glasgow made on the interviewers. The striking picture of poverty, the 
standards of living of families whose breadwinners were in the services, and 
the struggle of all for a minimum income during a period of intense industrial 
activity delimit problems that will carry over into the post-war scene. These 
impressions may be of real importance for future historians. 

MARGARET R. PABST 
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Population; Migration; Vital Statistics 


Population Problems—A Cultural Interpretation. By Pauw H. Lanois, (Ney 
York: American Book. 1943. Pp. xii, 500. $3.75.) 


This book is a college text on population problems. Its purpose is to 
interpret population data and statistics, to study recent trends, and to set 
forth the result of research in terms of social and cultural factors. Part | 
gives population facts, growth in numbers, and population theories. Part [I~ 
cultural forces in vital processes—deals mainly with differential fertility and 
mortality. Part III discusses the composition of the population. Part IV 
analyzes the sociocultural factors in the distribution of the population, ané 
Part V interprets recent statistics and studies of migration in their sociological 
aspects. A final chapter shows the need for the development of a population 
policy for the United States and then proceeds to outline a possible policy. 

Landis uses the phrase “a cultural interpretation” as a part of the title of 
his book. The purpose of this book is to provide a text which considers human 
population phenomena within a sociological frame of reference. For example, 
we must come to look upon reproductive behavior as a sociological phe- 
nomenon. Landis has not only emphasized this sociocultural approach, but 
has done so in the terminology of sociology. He thinks that, although courses 
in this subject are generally taught by sociologists, the field of population has 
not yet been weaned from a strong biological and economic orientation. 
Therefore, considerable historical material and discussions of controversial 
subjects found in other texts are omitted. Students of population will un- 
doubtedly agree to the importance of this sociological approach. Among 
economists, except for the relatively few who are interested in the field of 
population, there has been a failure to appreciate generally these cultural 
factors. For example, they often seem to assume that there is a necessary 
relation between population growth and standards of living and also that 
economic incentives increase the birth rate. As is well known and as Landis 
stresses, European population policies, with the possible exception of Ger- 
many, built largely on economic incentives have not been effective. It is true 
that there has too often been a failure to interpret population data in their 
social and cultural aspects. Whether or not people who write and study in 
the field of population fail to appreciate this cultural approach is quite 
another matter. Are not the well-known texts also cultural interpretations: 
This is certainly what the authors intended them to be. The difference seems 
to be that Landis makes this approach the central purpose of his book, and 
makes his interpretations in the nomenclature of sociology. 

In his discussion of population theories, Landis deals mainly with t 
of Malthus, Gini, and Pearl. Many of the less important theories covered by 
other texts are omitted. As would be expected, there is no discussion of le 
optimum theory. The material on such topics as the differential birth rate 


those 


and immigration are about the same as is found in other texts, excep! that : 


it is expanded to greater length, and the social factors are stressed. In his 
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treatment of such topics as the differential birth rate and sterilization, Landis 
omits the biological side almost entirely. To him the differential birth rate 
has its greatest significance when approached from the social, rather than 
from the biological point of view. Landis does not think that it is important 
to give the student any summary of genetic research. Although he includes a 
short discussion of sterilization, he does not set out the very limited knowl- 
edge which we have concerning “carriers” and the uncertain i.formation 
which we have as to who the hereditary defectives are. 

To many the most interesting material in the book will be that dealing 
with controlled fertility and a future population policy for this country. It is 
his opinion that a population policy will take the form of an attempted 
‘ncrease in the birth rate rather than a possible reduction of the death rate, 
or immigration. In this Landis shows that we must not rely upon economic 
incentives alone. We must set to work to change the cultural attitudes toward 
the whole problem. The author believes that this can be done. The people 
‘ this country will come to see that the population question means whether 
or not the nation is to survive. Where there is this question of survival, Landis 
believes that human desires and attitudes are susceptible to control through 
publicity and propaganda. He cites as an example of this the change in 
public opinion which took place in the United States during recent years in 


regard to our entering World War II. Landis would also include grants in 
kind, improved housing, health and security programs, and other forms of 
public services. Especially important in his opinion is a program to improve 


the conditions of farm life. Birth control knowledge would be given to all 
classes. This must be done even at the risk of lowering the birth rate. There 
must be a modification of the mores of the people, and there must also be a 
shift of many of the burdens and responsibilities of child rearing from the 
amily to the state. In general, Landis finds much that is worth while in 
the Swedish program and suggests that we might well follow along the same 
lines in this country. His conclusions are much the same as those given by 
Lorimer and his associates in Foundations of American Population Policy. 
Landis does not think that the réle of population in international affairs is 
of sufficient importance to justify a separate or detailed treatment. Apparently, 
he does not regard population pressure as an explanation of war. “In a world 
at war, a simple and easy explanation for the conflict of nations is population 


| pressure” (p. 12). Again he says: “Density of population alone gives no 


explanation for war, nor does population increase” (p. 13). It is more correct, 
he thinks, to interpret international problems from the standpoint of public 
opinion, political organizations, law, and technology rather than from popu- 
lation pressure, These things are more important than absolute numbers. 
Pressure alone does not mean much unless accompanied by cultural values. 
This position does not seem entirely consistent with the statements which he 
makes in talking about the international factors in population policy. In 
this chapter he states: “Less favored peoples who develop a philosophy of 
aggression are likely to threaten nations with abundant natural resources 
unless a more equitable division of the world’s resources is achieved by some 

tm of international organization” (p. 459). Again on the same page, he 
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states: “. . . a conflict involving races and nations and political philosophig 
in a struggle for space, resources, and markets, will tend to make all nation 
more conscious in the future of the importance of populations in world affair. 
and no major nation such as the United States can longer assume a Jaisses. 
faire attitude toward population.” These statements read much like thos 
of W. S. Thompson. It seems that the scant material on this aspect of populs 
tion which he gives reflects a considerable difference of opinion from th 
familiar thesis of Thompson. 

It is true that the popular ideas held a decade or more ago regarding 
comparative densities, colonies as outlets for population, the question oj 
whether colonies pay or not, and many other conceptions have been modified 
This is not to say that economic and population pressures have been ruled 
out as important factors among the complex forces which turn people from 
peace to war. Although it is true that these economic factors are neithe 
rational nor final, they do seem to afford the base and the fertile soil ip 
which the cultural factors of which Landis speaks, and which lead to war 
may grow. Probably all the forces of war will never be analyzed in a satis. 
factory way. Should not such factors as population pressure still remain 
among the list of those to be carefully examined? 

This is a well-written and carefully-thought-out text incorporating the 
latest statistics and research in the subject of population. It will prove a 
valuable addition to the texts now available. Whether or not a teacher wil 
want to use it will depend upon the extent to which he thinks the socio- 
cultural approach of the book should be emphasized. 

LAWRENCE R. CHENAULT 
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75; paper, $2.) 


3 


pen, H. P., Jr. Reaching a lend-lease settlement. For. pol. repts. Vol. 20, no. 
»w York: For. Pol. Assoc. 1944. Pp. 9. 25c.) 


us, J. H. Postwar monetary plans and other essays. (New York: Knopf. 1944. Pp. 
7. $2.50.) 
e operations: fifteenth report to Congress, for the period ended Mar. 31, 1944. 
ton: Supt. Docs. 1944. Pp. 84. 15c.) 


lating to foreign relations, 1929. Vols. 2, 3. (Washington: Supt. Docs. 1943. Pp. 
$2.50; $2.) 
tion rubber investigations, agreement between the United States of America and 
ntinuing agreement of Apr. 11, 1941, supplemented by agreements of July, 
, and Apr., 1943, effected by notes, signed July 10 and Sept. 20, 1943, ef- 
y 1, 1943; and texts of agreements of Apr. 11, 1941, July 14, 1942, and Mar. 
29 and Apr. 3, 1943. State Dept., Exec. Agreement ser. 364. (Washington: 
Docs. 1944. Pp. 20. 10c.) 


) increase the production of rubber in Brazil. State Dept., Exec. Agreement ser. 
71, (Washington: Supt. Docs. 1944. Pp. 5. 5c.) 


Regulations relating to foreign funds control United States. 4th ed. F.E.R. 33. (Basle: 
Bank for Internat. Settlements. 1944. Pp. 200. Sw. fcs. 10.) 


tatistical classification of domestic and foreign commodities exported from 

1 States, and regulations governing statistical returns of exports of commodi- 

Vumbered classifications and articles included. Jan. 1, 1944, ed. (Washington: 
the Census. 1944, Pp. 195. 65c.) 


tions Relief and Rehabilitation Administration: agreement between the United 
of America and other governments or authorities, signed Nov. 9, 1943. State 
Agreement ser. 352. (Washington: Supt. Docs. 1944. Pp. 17. 10c.) 


Business Finance; Insurance; Investments; Securities Markets 
C. Forces affecting investment in business enterprise after the transition period. 
Div. of Research, Grad. School of Bus. Admin., Harvard Univ. 1944. Pp. 51. 


Empien, D. J. Competitive bidding for corporate securities. (Canton, N.Y.: Plaindealer 
Press. 1944. Pp. viii, 155.) 

‘cuson, D., and others. The background of investment. (Cambridge: Am. Inst. for 
Econ. Research. 1943. Pp. 20. $1.) 
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Harrison, F. W. The federal regulation of security exchanges. (New York: New Vork 
Univ. Bookstore. 1944. Pp. 20. 75c.) 

Hevces, J. F. Practical fire and casualty insurance. (Cincinnati: Nat. Underwriter. 1943 Cont 
Pp. 288. $2.50.) pee 

Koenic, P. Die wertschriften der schweizerischen lebensversicherungsgesellschajten und Sec 
ihre Bewertung. (Ziirich: Schulthess. 1943. Pp. 147. Fr. 5.50.) tra 

Insurance: joint hearing [Senate Judiciary Committee], 78th Cong., 2nd sess., on S. 1347 
H.R. 3269, and H.R. 3270, to affirm intent of Congress that the regulation: of the busines; 
of insurance remain within the control of the several States and that the acts of July 
2, 1890, and Oct. 15, 1914, as amended, be not applicable to that business. Pt. 5, My _ 
30, 1944. Pt. 6. May, June, 1944, (Washington: Supt. Docs. 1944, Pp. 491-531; 533-4) sie 
10c.) 

Renegotiation and termination of war contracts, 1942-1944. (Ann Arbor: Univ. of Mich. 
gan. 1944. Pp. 152. $1.50.) 


Public Control of Business; Public Administration; 
National Defense and War 


Biocu, H. S. and Hosetirz, B. F. Economics of military occupation—selected problem: 
Rev. ed. (Chicago: Univ. of Chicago Press. 1944. Pp. xii, 157. $2.) —_ 

Ear.y, J. S., Hatt, L. M. and Bercer, M. S. British wartime price administration, 1939-194 con 
(Washington: Office of Price Admin. 1944. Pp. 102, mimeo.) tra 

Gut, N. N. Municipal research bureau movement. (Washington: Am. Counc. on Public 
Affairs. 1944. $3.) Cumu 

Grecory, Sir T., chairman. Report of the foodgrains policy committee, 1943. (Delhi 
Manager of Publications. 1943. Pp. 160.) 

Jounson, C. O. Government in the United States. 3rd ed. (New York: Crowell. 1943-44 \ 
Pp. 863. $3.75.) 

Kaptan, A. D. H. The liquidation of war production; cancellation of war contracts and Cos 
disposal of government-owned plants and surpluses. Committee for Econ. Development ( : 
research study. (New York: McGraw-Hill. 1944. Pp. 148. $1.50.) . 

Krout, J. A., editor. Problems of war and the transition to peace. Proceedings, Vol. 2! \ 
no. 1. (New York: Acad. of Pol. Sci., Columbia Univ. 1944. Pp. 132. $2.50.) 

Livincston, J. A. Reconversion—the job ahead. Pamph. no. 94. (New York: Public Nation 
Affairs Committee. 1944. Pp. 32. 10c.) 

Macruper, F. A. American government—1944; a consideration of the problems of democ- 
racy. (Boston: Allyn and Bacon. 1944. Pp. 766. $1.80.) and 

Mever, A. The patent and trade mark laws in the U.S.S.R. Pamph. ser., no. 2. (New é 
York: Russian Econ. Inst. 1944. Pp. 19. 50c.) Wz 

von Mises, L. Omnipotent government—the rise of the total state and total war. (New Renes 
Haven: Yale Univ. Press. 1944. Pp. ix, 291. $3.75.) 380 

Mock, J. R. and Tourer, E. W. Report on demobilization. (Norman: Univ. of Oklahoma 
Press. 1944. Pp. 268. $3.) 

Vivas, J. B. La concentracion del poder economico en los Estados Unidos de Ament 
(Buenos Aires: Lib. y Ed. El Ateneo. 1944. Pp. 127.) 

Wicxizer, V. D. Tea under international regulation. (Stanford University, Calif.: Foot cay 
Research Inst. 1944. Pp. vi, 198. $2.50.) This 

ALS 

Cancellation of war contracts: report of the Special Committee on Post-War Econom 
Policy and Planning to the War Contracts Subcommittee of the Committee on Militar) 
Affairs, Senate, in reference to S. 1718, pursuant to S. Res. 102, creating Speci! Low 
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mittee on Post-War Economic Policy and Planning. 78th Cong., 2nd sess., S. rept. 539, 
Washington: Supt. Docs. 1944. Pp. 25. 10c.) 


Contract termination: hearings [Senate Military Affairs Committee], 78th Cong., Ist sess., 


om S. 1268, to facilitate termination of war contracts; S. 128, to provide authority to 
Secretary of War to use funds now or hereafter appropriated for adjustment of con- 
tracts; and S.J. Res. 80, to prohibit use of cost- = a-fixed-fee system of contracting 
in connection with war contracts. Pts. 1-5. Oct., Nov. 1943. Pt. 6. Appendix 1, letters 
from business; Appendix 2, letters from guucuaent agencies. Pt. 7. Cost-plus-a-fixed- 
ee contracts. Mar. 1944, Pts. 8-9. Cost-plus-a-fixed-fee contracts, 2. Mar. 1944. (Wash- 
ington: Supt. Docs. 1944. Pp. 290; 391-589; 591-624; 625-664; 665-746. 45c; 25c; 10c; 
hearings [Senate Military Affairs Committee], 78th Cong., 2nd sess., on S. 1730, 
reate Office of Demobilization, establish general policies for operation of that office, 
provide for settlement of claims arising from terminated war contracts, provide for dis- 
posa surplus government property, and for other purposes; S. 1823, to establish an 
Ofice of War Mobilization and Adjustment; and S. 1718, to provide for settlement of 
laims arising from terminated war contracts, and for other purposes. Pts. 6-8, 10-14. 
Mobilization and demobilization problems. Apr., May, June, 1944. (Washington: Supt. 
Docs. 1944. Pp. 191-248; 249-300; 301-421; 747-805; 807-844; 845-884; 885-916; 
Pt. 8, 15c; others, 10c each.) 


ntract termination and related post-war legislation: report of the War Contracts Sub- 
mmittee to the Committee on Military Affairs on S. Res. 198, to investigate war con- 


tracts, the termination of war contracts and related problems. 78th Cong., 2nd sess. 
Washington: Supt. Docs. 1944. Pp. 17. 5c.) 
Cumulative supplement to the Code of Federal regulations of the United States of America, 


ntuining a codification of documents issued by federal agencies, June 2, 1938, to June 
1, 1 inclusive, including Presidential proclamations, Executive orders, and other 
Presidential documents in full text. Title 10-17; title 18-25; title 26, chap. 1, Pts. 2-178 
Washingten: Supt. Docs. 1944. Pp. 2961-4519; 4521-5871; 5873-7243. $3 each.) 


Emergency Price Control act: hearings [House Banking and Currency Committee], 78th 
Cong., 2nd sess., on H.R. 4376, to extend period of operation of the Emergency Price 
Control act of 1942 and of act of Oct. 2, 1942, entitled “An act to amend the Emer- 
gency Price Control Act of 1942, to aid in preventing inflation, and for other purposes.” 
Vol. 1, Apr. and May 1944. (Washington: Supt. Docs. 1944. Pp. 1297. $1.75.) 


Vol. 2, May 1944. (Washington: Supt. Docs. 1944. Pp. 1299-2477. $1.75.) 


National war service bill: hearings [Senate Military Affairs Committee], 78th Cong., 2nd 
t S. 666, to provide for the successful prosecution of the war through a system 
iwvilian selective war service with the aid of the Selective Service System. Pt. 3, Feb. 

ind Mar. 1944. (Washington: Supt. Docs. 1944. Pp. 177-309. 20c.) 


f Price Administration: eighth quarterly report for period ended Dec. 31, 1943. 


Washington: Supt. Docs. 1944. Pp. 71. 15c.) 

Ren gotiation: Renegotiation act of 1943, Renegotiation act of 1942, including also sec. 
‘806 of internal revenue code, as amended, title 13 of 2nd War Powers act, 1942, re- 
Pricing of war contracts. Title 8, Revenue act of 1943. War Contracts Price Adjustment 
Soard. (Washington: Supt. Docs, 1944. Pp. 30. 10c.) 


Surplus War Property Administration: regulation 1. War Mobilization Office. (Washington: 
Supt. Docs. 1944. Pp. 30. 10c.) 

Termination of contracts for the convenience of the government. Army Service Forces, pro- 
urement regulation 15. (Washington: Supt. Docs. 1944. Pp. 1501-1575. $1, per year.) 
This publication with 12 monthly changes is sold on subscription. 


United States code, suppl. 3, Jan. 3, 1941-Dec. 23, 1943, containing general and permanent 
laws of United States enacted during the 77th Congress and first session of the 78th 
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Congress. House Committee on Revision of Laws. (Washington: Supt. Docs. 1944 Pp 
1178. $3.) 


Industrial Organization; Price and Production Policies; Business Method; 


Auten, C. H. Is small business doomed? Outlook for small business and U. S. free enter. 
prise. (New York: Forbes. 1944. Pp. 64. $1.) 


Cogs, H. V., and others. Production control and factory postwar planning. Prod. ser. yo 
149. (New York: Am. Management Assoc. 1944. Pp. 32. 50c.) 


RUTHENBURG, L., and others. Reducing production costs in the postwar period. (Ney 
Wilmington, Pa.: Econ. and Business Found. 1944. Pp. 34. 25c.) 


ScHeLt, E. H., and others. Methods improvement and cost reduction. Prod. ser., no. 14 
(New York: Am. Management Assoc. 1944. Pp. 44. 50c.) 


American small business: hearings [Senate Special Committee to Study and Survey Prob- 
lems of Small Business Enterprises], 78th Cong., 1st sess., pursuant to S. Res. 66 ¢x. 
tending S. Res. 298, 76th Cong., to appoint select committee to study and survey prob- 
lems of American small business enterprises. Pt. 30. Navy yard subcontracting and the 
type C contract. Oct., 1943. Pts. 31-35. Small business in the changing war program, 
1-5. Apr., May, 1944. (Washington: Supt. Docs. 1944. Pp. 4027-4192; 4193-4235; 423)- 
4281; 4283-4313; 4315-4333; 4335-4390. Pt. 30, 40c; others, 10c each.) 


The engineer in the post-war world. Proceedings no. 1. (New York: Research Bur. for 
Post-War Econ. 1944. Pp. 88. $2.) 


The foundation survey of postwar production and sales planning. 2 vols. (New York 
Management Research Inst. 1943. Looseleaf. Leather, $25.) 


Scientific and technical mobilization: hearings [Senate Military Affairs Committee], 78h 
Cong., Ist sess., pursuant to S. Res. 107, authorizing study of possibilitics of bette 
mobilizing the national resources of the United States; and on S. 702, to mobilize the 
scientific and technical resources of the Nation, to establish an Office of Scientific and 
Technical Mobilization, and for other purposes. Pt. 8. Monoply and cartel practices, 
universal oil products. Pt. 9. Monoply and cartel practices, tanning materials. Pt. 10 
Monopoly and cartel practices, hormone cartel. Nov., Dec., 1943. (Washington: Supt 
Docs, 1944. Pp. 981-1045; 1047-1115; 1117-1281. 15c; 15c; 20c.) 


Marketing; Domestic Trade 
Craic, D. R., and others. Postwar retail marketing management policies. (New Wilmington 
Pa.: Econ. and Bus. Found. 1944. Pp. 31.) 


Lyon, L. S., and others. The economic aspects of marketing management policies. (Nev 
Wilmington, Pa.: Econ. and Bus. Found. 1944. Pp. 32. 25c.) 


Sampson, W., and others. Postwar industrial marketing management policies. (New WV 
mington, Pa.: Econ. and Bus. Found. 1944. Pp. 35c.) 


SONNENSCHEIN, L. U. S. giant department stores from slump to boom and beyond. (C 
cago: Author, 4544 N. Hazel Ave. 1944. Pp. 92. $1.50.) 


Coéperative marketing of rice and its part in the war emergency. Farm Credit Adminis 
tration. Circular C-129. (Washington: Supt. Docs. 1943. Pp. 46. 15c.) 


Mining; Manufacturing; Construction 


Froticn, P. K. Petroleum; past, present and future. (New York: Standard Oil Co. 1% 
Pp. 25.) 

Director of Bituminous Coal Division to the Secretary of Interior: annual report jor 
year ended June 30, 1943. (Washington: Supt. Docs. 1944. Pp. 112. 10c.) 
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Minerals yearbook, 1941. (Washington: Supt. Docs. 1943. Pp. 1573. $2.25.) 


Post-war capacity and characteristics of the construction industry. Bur. Lab. Statistics, 


1. 779 ‘(Washington : Supt. Docs. 1944. Pp. 28. 10c.) 


Progress report no. 5. Rubber Director, War Production Board. (Washington: Supt. Docs. 
1944, Pp. 12. 10c.) 


Transportation; Communication; Public Utilities 


uvtcuison, K. Freedom of the air. Pamph. no. 93. (New York: Public Affairs Com- 
ittee, 1944. Pp. 31. 10c.) 

yunson, E. R. The railroads and public welfare; their problems and policies. (New 

’ York: Simmons-Boardman. 1944. Pp. iv, 336. $3.) 


Mutter, F. W. Public rural electrification. (Washington: Am. Counc. on Public Affairs. 
1944. Pp. 191. $3.) 


Van ZANDT, J. P. The geography of world transport. Vol. I. America faces the air age. 
Washington: Brookings Inst. 1944. Pp. viii, 67, $1.) 


Vivtner, A. U. Twenty-five years of power development in the U.S.S.R. (New York: 
Am. Russian Inst. 1943. Pp. 48. 25c.) 


Amendments to the postal laws and regulations, edition of 1940. Inserts 176-215. Aug. 6, 
1943-Jan, 22, 1944. (Washington: Supt. Docs. 1944. Pp. 8. 10c.) 


{nnual airline statistics, domestic carriers, calendar years 1938-1942. (Washington: Supt. 
Docs. 1943. Pp. 139. 50c.) 


ir traffic rules, as amended Aug. 1, 1943. Correction in introduction as of Mar. 31, 1944. 
Washington: Supt. Docs. 1944. Pp. 39. 15c.) 


Interregional highways, message from President of United States, transmitting report of 
National Interregional Highway Committee outlining and recommending a national 
system of interregional highways. 78th Cong., 2nd sess., H. doc. 379. (Washington: Supt. 
Docs. 1944. Pp. 184. 75c.) 


Interstate Commerce Commission: fifty-sixth annual report on the statistics of railways 
in the United States, for the year ended Dec. 31, 1942. Prepared by Bur. of Transport 
nd Stat. (Washington : Supt. Docs. 1944. Pp. xi, 582. $1.75.) 


summary tables of the 56th annual report on the statistics of railways in the 
United States, for the year ended Dec. 31, 1942. (Washington: Supt. Docs. 1944. Pp. 


Little known facts about the scheduled air transport industry; domestic and international 
urlines of the United States. Sth ed. (Washington: Air Transport Assoc. of Am. 1943. 


The power industry and the public interest—a summary of the results of a survey of the 

relations between the government and the electric power industry. Factual findings by 
Hunt, editor; program by THe Power Committee. (New York: Twentieth 
Century Fund. 1944. Pp. XIV, 261. $2.) 


il Electrification act: hearings [Senate Agriculture and Forestry Committee], 78th 
Long. 2nd Sess., on S. Res. 197, authorizing employment of assistants and expenditure 
| funds in proposed investigation of the administration of Rural Electrification act. 
rt. 2. Jan., 1931, Feb., 1944. (Washington: Supt. Docs. 1944. Pp. 123-609. 65c.) 


Scientific and technical mobilization: hearings [Senate Military Affairs Committee], 78th 
‘ong., 2nd sess., pursuant to S. Res. 107, authorizing study of possibilities of better 
we izing national resources of United States; and S. Res. 702, to mobilize the scientific 
and technical resources of the nation, to establish an Office of Scientific and Technical 
“er gre and for other purposes. Pt. 12. Monoply practices, railroads. Feb., 1944. 


Use of radio for railroad communication and signalling. Feb., 1944. Pt. 14. 
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Railway Express Agency. May, 1944. (Washington: Supt. Docs. 1944. Pp. 1347-1559. In 


1559-1653; 1655-1728. 25c; 15c; 15c.) 


Agriculture; Forestry; Fisheries 


CRUIKSHANK, J. W. North Carolina forest resources and industries. U. S. Dept. of Agric 
misc. pub. no. 533. (Washington: Supt. Docs. 1943. Pp. 80. 25c.) 

Dickson, M. R. The food front in World War II. Introduction by C. Wickarp. (Was. 
ington: Am. Counc. on Public Affairs. 1944. Pp. 194. $3.25; paper, $2.50.) 

FarnsworTH, H. C. and TrmosHEenko, V. P. World wheat survey and outlook, Mo 
1944, Wheat stud. Vol. XX, no. 5. (Stanford University, Calif.: Food Research Ing 
1944. Pp. 39. $1.) 

GrauaM, E. H. Natural principles of land use. (New York: Oxford. Pp. 287. $3.50.) 

Gustarson, A. F., and others. Conservation in the United States. 2nd ed. (Ithaca: Com 
stock. Pp. 488. $4.) 

Hix, F. F. and Harper, F. A. Have we food enough for all? Pamph. no. 89. (New York 
Public Affairs Committee. 1944. Pp. 30. 10c.) Ex 

Horton, D. C. and Umstort, H. D. Revised annual estimates of farm-mortgage debt by : 
states, 1930-43. (Washington: Bur. of Agric. Econ., U. S. Dept. of Agric. 1944. Pp, 21 Fr 
mimeo.) ( 

Maun, J. C. Winter wheat in the golden belt of Kansas: a study in adaptation to sub- H 
humid geographical environment. (Lawrence: Univ. of Kansas Press. 1944. Pp. xii, 290 e 
$3.) 

RicHarpson, B. T. Workers in subjects pertaining to agriculture in land-grant colle: Oi 
and experiment stations, 1943-44. U. S. Dept. of Agric. misc. pub. no. 535. (Washington \f 
Supt. Docs. 1944. Pp. 161. 25c.) a 

Brief review of food and nuirition in five countries. Five lectures by delegates to the 
United Nations Food Conference. (Washington: Supt. Docs. 1944. Pp. 30.) 


Farm crops: hearings [Senate Agriculture and Forestry Committee], 78th Cong., 2nd sess, 
on S. Res. 80, extending S. Res. 224, 77th Cong., for an investigation relative to pr- 
duction of industrial alcohol, synthetic alcohol, and synthetic rubber from farm crops 
Pt. 8. Mar. 1944. Pt. 9. Apr., May 1944. (Washington: Supt. Docs. 1944. Pp. 2135-2477 
2479-2752. 40c; 30c.) 

Farm people and the land after the war. Pamph no. 28. (Washington: Nat. Planning 
Assoc. 1944. Pp. 26. 25c.) 


Farm Security Administration: hearings [House Agriculture Committee], 78th Cong., 1s 
sess., pursuant to H. Res. 119, creating Select Committee to Investigate Activities of 
Farm Security Administration, adopted by the House, Mar. 18, 1943. Pt. 4. July, 194- { 
May, 1944. (Washington: Supt. Docs. 1944. Pp. 1183-1969. $1.) 


Fish stocking as related to the management of inland waters. Fish and Wildlife Service, 
conservation bull. 35. (Washington: Supt. Docs. 1944. Pp. 22. 10c.) Fee 


Food consumption levels in the United States, Canada and the United Kingdom. Repor 
of special joint committee set up by Combined Food Board. (Washington: Supt. Doss 
1944. Pp. 126. 20c.) F 


lanning 


Food for Europe after victory. Planning pamph. no. 29. (Washington: Nat. Plannu 
Assoc. 1944. Pp. 42. 25c.) 


Food program for 1944. War Food Administration. (Washington: Supt. Docs. 194. Pp i 
96. 15c.) 
Food rationing and supply, 1943-44. II.A.3. (Geneva: League of Nations. New York: \» Put 


lumbia Univ. Press. 1944, Pp. 101.) 
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Investigations in erosion control and the reclamation of eroded land at the Palouse Con- 
servation Experiment Station, Pullman, Wash., 1931-42. Agric. Dept., tech. bull. 860. 
Washington: Supt. Docs. 1944. Pp. 83. 20c.) 


Yiscellaneous agricultural statistics, 1943. Agric. Dept., separate from Agricultural Statistics, 
1043. no, 82. (Washington: Supt. Docs. 1944. Pp. 504-535. 10c.) 


Secretary of Agriculture: report for 1943. (Washington: Supt. Docs. 1944. Pp. 256. 30c.) 


Some plain facts about the forests. U. S. Dept. of Agric. Forest Service misc. pub. no. 543. 
Washington: Supt. Docs. 1944. Pp. 22. 10c.) 


s of grains. 1943. Agric. Dept., separate from Agricultural Statistics, 1943, no. 73. 


Economic Geography; Regional Planning; Urban Land; Housing 


S. A. The economic development of the Shreveport trade area. Bus. bull. Vol. 

5, 1 Baton Rouge: Bur. of Bus. Research, Coll. of Commerce, Louisiana State 
Univ. 1943. Pp. 30.) 

Exarons, W. H. and Grout, F. K. Mineral resources of Minnesota. Minn. Geological 
Survey ser. (Minneapolis: Univ. of Minnesota Press. 1943. Pp. 149. $1.) 

Fiver, H. The T.V.A.—lessons for international application. (Montreal: Internat. Lab. 
Office. 1944. Pp. viii, 289. $1.50.) 

iz on, R. E. Look at the world; the Fortune atlas for world strategy. Text by the 

editors of Fortune. (New York: Knopf. 1944. Pp. 66. $3.50.) 


James, H., editor. Conservation in the postwar world; American planning and civic annual 


: "for 1943 (Washington: Am. Planning and Civic Assoc. 1944. Pp. 195. $3.) 


x, S. A. Land tenure problems in the Santa Fe Railroad grant area. Pub. of Bur. of 
and Econ. Research, Univ. of Calif. (Berkeley: Univ. of California Press. 1944. 


L. and Lory, E. E. Conservation of natural resources. Unit. stud. in Am. prob- 
Boston: Ginn, 1944, Pp. 118. 68c.) 


V1 Cities of Latin America; housing and planning to the South. (New York: 
Reinhold. 1944. Pp. 253. $3.50.) 


hia river: hearings [House Irrigation and Reclamation Committee], 78th Cong., 
under’H. Res. 262, authorizing an investigation of the plans for improvement 

f Columbia River, for the utilization of its waters, and the cost effect of proposed 
water storage in Lake Pend Oreille in Idaho and Flathead Lake in Montana. Pt. 4. 
ewiston, Idaho, Aug., 1943; Portland, Ore., Sept., 1943. (Washington: Supt. Docs. 1944. 


6. 75c.) 

1 development plan for Puerto Rico. By the Office of Information for Puerto Rico for 
the Puerto Rico Planning, Urbanizing, and Zoning Board. Tech. paper no. 1. (San Juan: 
insular Procurement Office. 1944. Pp. vi, 66. 25c.) 

Federal H ne Loan Bank Administration: tenth annual report for the period July 1, 1941, 
through June 30, 1942. 78th Cong., 2nd sess., H. Doc. 493. (Washington: Supt. Docs. 

| p. ¢ 15c.) 


'00d-control: hearings [House Flood Control Committee], 78th Cong., 1st sess., on H. Res. 

#85, authorizing construction of certain public works on rivers and harbors for flood 

ntrol and for other purposes. Vol. 1, May, June, 1943. Vol. 2. Feb., 1944. (Wash- 
Supt. Docs. 1944. Pp. 1-423; 425-1248. 70c; $1.25.) 


r-Waterloo Survey: a fact-finding survey for post-war planning. Pt. I. The 
Montreal: Canadian Chamber of Commerce. 1944. Pp. 47.) 


Pub 
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hearings [Senate Public Lands and Surveys Committee], 78th Cong., 1st 
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sess., pursuant to S. Res. 241, 76th Cong., extended by S. Res. 39, 78th Cong., authoriziny 
a full and complete investigation with respect to the administration and use of pub 
lands. Pt. 9. Fredonia, Ariz., Aug., 1943; Phoenix, Ariz., Sept., 1943. Pt. 13. Denny 
Colo., Nov., 1943. (Washington: Supt. Docs. 1944. Pp. 2575-3020; 3743-4080, 6q 
35c.) 


Labor and Industrial Relations 


Braun, K. The settlement of industrial disputes. (Philadelphia: Blakiston. 1944. Pp, xj 
306. $3.50.) 


CHAMBERLAIN, N. W. Collective bargaining procedures. Introduction by J. D. Browy 
(Washington: Am. Counc. on Public Affairs. 1944. Pp. 141. $2; paper, $1.50.) 


Coun, F. M. Workers’ education in war and peace. (New York: Workers’ Education By 
of Am. 1943. Pp. 39. 15c.) 


GRAHAM, F., and others. Should the War Labor Board prescribe maintenance of union 
membership for the duration? Bull. of America’s Town Meeting of the Air. Vol. 19 
no. 5. (Columbus: Am. Educ. Press. 1944. Pp. 21. 10c.) 


Herves, A. Labor’s aims in war and peace. (New York: Commission to Study the 0. 
ganization of Peace. 1944. Pp. 24. 10c.) 
Hinper, E. M. Life and labour in Shanghai: a decade of labour and social administration 
in the International Settlement. (New York: Inst. of Pacific Relations. 1944. Pp. 151 
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KuczynskI, J. Germany under fascism—1933 to the present day. Vol. 3, Pt. 2: A shor! 
history of labour conditions under industrial capitalism. (London: Muller. 1944. Pp. 239 
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LiepMANN, K. K. The journey to work—its significance for industrial and community 
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Rusin, J. and Opermerer, M. J. Growth of a union; the life and times of Edwin Flor 
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W. Green. (Portland, Ore.: Portland Pubs. 1943. Pp. 32. 25c.) 
Smaitu, E. S. Organized labor in the Soviet Union. 2nd ed. Pocket lib. on the USSR 
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Department of Labour: thirty-second annual report on labour organization in Canada 
for the calendar year 1942). (Ottawa: Cloutier. 1944. Pp. 68. 25c.) 


Director's Report. Rept. VII, 26th sess., Internat. Lab. Conf. (Montreal: Internat. Lab. 
Office. 1944. Pp. 91.) 


Directory of important labor market areas. Rev. War Manpower Commission. (Washing- 
ton: Supt. Docs. 1944. Pp. 57. 10c.) 


trial health in wartime. (Montreal: Internat. Lab. Office. 1944. Pp. 39. 25c.) 
Special supplement to Occupation and Health. 


Browxy eries, Apr.-June, 1944. (Montreal: Internat. Lab. Office. 1944. Various pp. $5, 
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on Bur Minutes of the fifth session of the Emergency Committee, London, Apr. 20-24, 1942. 
Montreal: Internat. Lab. Office. 1944. Pp. 160.) 
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Washington: Nat. Labor Relations Board. 1944. Pp. 250. 35c.) 
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Report of National War Labour Board, arising out of its public inquiry into labour rela- 
tions and wage conditions, together with a minority report. (Ottawa: Cloutier. 1944. 


the Or. 


istration 


Pp. 151 Dr 
Printed as a supplement to the Labour Gazette, Feb., 1944. 
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vakia, France, Germany, Holland, Hungary, Italy, Norway, Poland, and Spain. 
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tion by ig Pt. 9 . Origin and promotion of recent legislation in California limiting labor’s civil 
7 right 1 Cong., 2nd sess., S. rept. 398, pts. 4 and 5. (Washington: Supt. Docs. 1944. 
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gin Wage and hour manual: laws, ruling, interpretations, wage-hour regulation; a complete 
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New : Welfare Council of N.Y.C. 1943. Pp. 128. $1.50.) 
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Russell Sage Found. Lib., bull. no. 161. (New York: Russell Sage Found. 1944. Pp , 
10c.) 


Hirscure.p, G. Determining the actual cost of social security. (Chicago: Insurance Econ 
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MacvonaLp, M. E. Federal grants for vocational rehabilitation. Soc. serv. monogs. (Chi. 
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Mun7z, E. E. Social security: an analysis of the Wagner-Murray bill. Nat. econ. prob 
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Pink, L. H. Freedom from fear; the interrelation of domestic and international program 
Foreword by O. D. Younc. (New York: Harper. 1944. Pp. 259. $2.50.) 


WALLER, W. The veteran comes back. (New York: Dryden Press. 1944. Pp. xiii, 316 
$2.75.) 
Wiers, P. Economic factors in Michigan delinquency. Edited by W. N. Fuson. (New 
York: Columbia Univ. Press. 1944. Pp. 64. $1.) 


Bibliography of industrial hygiene. Vol. XIII, Dec., 1939. (Geneva: Internat. Lab. Office 
1944. Pp. 167-230. 40c.) 


Clothing and shelter for European relief. Planning pamph. no. 34. (Washington: Nat 
Planning Assoc. 1944. Pp. 47. 25c.) 


Employment security in Ohio, 1942. (Columbus: Bur. of Unemployment Compensation 
1943. Pp. 84.) 


National Youth Administration: final report for the fiscal years 1936-1943. War Man- 
power Commission. (Washington: Supt. Docs. 1944. Pp. 269. 35c.) 


Post-war economic policy and planning: report of Special Committee on Post-War Eo. 
nomic Policy and Planning, pursuant to S. Res. 102, creating Special Commitiee on Post- 
War Economic Policy and Planning: changes in the unemployment compensation system 
78th Cong., 2nd sess., S. rept. 539, pt. 5. (Washington: Supt. Docs. 1944. Pp. 8. 5c 

Railroad Retirement Board: annual report for the fiscal year ended June 30, 1943. (Wash- 
ington: Supt. Docs. 1944, Pp. 124. 20c.) 


Social security in America. National Conference on Social Security. (Washington: U. $ 
Chamber of Commerce. 1944. Pp. 103.) 


Social security tomorrow? (Chicago: Insurance Econ. Soc. of Am. 1944. Pp. 36.) 


Substandard conditions of living—a study of the cost of the emergency sustenance budget 
in five textile manufacturing communities, in Jan.-Feb., 1944. By the Research Depart- 
ment. (New York: Textile Workers Union of Am., CIO. 1944. Pp. 94.) 


Veterans’ legislation: hearings [House World War Veterans’ Legislation], 78th Cong., 2nd 
sess., on H. Res. 3917 and S. 1767, to provide Federal Government aid for the readjust 


ment in civilian life of returning World War II veterans. Jan., Feb., and Mar., 194 
(Washington: Supt. Docs. 1944. Pp. 450. 60c.) 


Consumption; Income Distribution; Codperation 


BERGENGREN, R. F., and others. The place of codperatives in postwar society. Inst. © 
Postwar Reconstruction, 3rd ser. of conferences, no. 3. (New York: Inst. on Postwar 


Reconstruction, New York Univ. 1944. Pp. 63. 30c.) 
Biakey, R. G., director. Analyses of Minnesota incomes, 1938-39. Stud. in econ. and bus 
no. 14. (Minneapolis: Univ. of Minnesota Press. 1944. Pp. xxvi, 367. $5.) 
Scott, F. R. Codperation for what? United States and British Commonwealth IPR 
pamph. no. 11. (New York: Inst. of Pacific Relations. 1944. Pp. 64. 25c.) 
Developments in the codperative movement in 1943. Bur. Lab. Stat., bull. 768. (Washing 
ton: Supt. Docs. 1944, Pp. 18. 10c.) 
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ent buying by city consumers in 1941. Bur. Lab. Stat., bull. 773. (Washington: 
Docs. 1944. Pp. 21. 10c.) 


Population; Migration; Vital Statistics 


Vay Sickie, J. V. Mississippi population trends and their implications. (Jackson: Mis- 
sissippi Board of Development. 1943. Pp. 115.) 

Verax” and LAsKER, B. Immigration policies; Canadian and American. Contemporary 

(Boston: Bruce Humphries. 1944. Pp. 54. 50c.) 
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J. S. Public thinking on post-war problems. Planning pamph. no. 23. (Washing- 
Nat. Planning Assoc. 1943. Pp. 36. 25c.) 
R. B. The Rockefeller Foundation: a review for 1943. (New York: Rockefeller 
1944. Pp. 63.) 
A. Geopolitics; the new German science. Univ. of Calif. pub. in internat. relations. 
(Berkeley: Univ. of California Press. 1944. Pp. 169. $1.50.) 
cens, F. A. The tyrants’ war and the peoples’ peace. Introduction by R. M. MacIver. 
Univ. of Chicago Press. 1944. Pp. xiii, 250. $2.75.) 
HEM, K. Diagnosis of our time. Internat. lib. of soc. and soc. reconstruction. (New 
rd. 1944, Pp. 206. $3.) 
W. C. Economic research and the needs of the times; 24th annual report, Apr. 
New York: Nat. Bur. of Econ. Research. 1944. Pp. 66.) 

crim, H. Germany in the transition period. Stud. in postwar reconstruction, no. 3. 
New York: Am. Labor Conference on Internat. Affairs. 1944. Pp. 35, mimeo.) 

H. A. Democracy reborn: selected from public papers. Edited by R. Lorn. 

York: Reynal and Hitchcock. 1944, Pp. 287. $3.) 

x, J. K. Official war publications; guide to state, federal, and Canadian publications. 
Berkeley: Bur. of Pub. Admin., Univ. of California. 1944, Pp. 208. $1.75.) 
ind Lioyp, G. Searchlight on peace plans: choose your road to world govern- 
New York: Dutton. 1944. Pp. ix, 532. $5.) 
ogy of peace plans from the fourteenth century to the present time. 


tional provisions concerning social and economic policy. (Montreal: Internat. Lab. 

1944. Pp. lix, 755. $5.) 

end the German menace; a political proposal by five Hollanders. (New York: 
144. Pp. 92. $1.25.) 

f Congress: annual report for the fiscal year ended June 30, 1943. (Washington: 

1944. Pp. 279.) 


the work of the League, 1942-1943, submitted by the Acting Secretary-General. 
M. 25. (Geneva: League of Nations. New York: Columbia Univ. Press. 1944. 
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Economic Theory; General Works 


ANDERSON, C. J. The development of the pump-priming theory. Jour. Pol. Econ., Jun 
1944. Pp. 16. 


Boutpinc, K. E. A liquidity preference theory of market prices. Economica, May, 1944 
Pp. 10. 


Grecory, P. M. Imperfect competition in the mortgage market. South. Econ. Jour., Apr 
1944, Pp. 17. 


HEMmMANN, E. The central theme in the history of economics. Soc. Research, May, 1944 
Pp. 14. 


pE Kock, M. H. The concepts of money, capital and credit. South Afr. Jour. Econ., Mar, 
1944. Pp. 16. 


Myint, H. The welfare significance of production labour. Rev. Econ. Stud., Winter, 1943 
Pp. 11. 


Ou, Pao-San. Ex-ante saving and liquidity preferences. Rev. Econ. Stud., Winter, 194 
Pp. 5. 


Popper, K. The poverty of historicism. I. Economica, May, 1944. Pp. 19. 
Povina, A. Oppenheimer. Rev. de Econ. y Estad., Afio V. (1943), No. 4. Pp. 11. 


pE Scitovsky, T. A note on profit maximisation and its implications. Rev. Econ. Stud, 
Winter, 1943. Pp. 4. 


SHove, G. F. Mrs. Robinson on Marxian economics. Econ. Jour., Apr., 1944. Pp. 16 
Wricut, D. McC. Limits to the use of capital. Quart. Jour. Econ., May, 1944. Pp. 28 


Economic History 

Avy, P. Colonial industrialization and British employment. Rev. Econ. Stud., Winter, 143 
Pp. 10. 
BARBER, A. V. A century of deposit banking. Bankers’ Mag., Apr., 1944. Pp. 7. 
Cote, A. H. A report on research in economic history. Jour. Econ. Hist., May, 1944. Pp. 4 
Grampep, W. D. The third century of mercantilism. South. Econ. Jour., Apr., 1944. Pp. 1! 


Gromrine, I. J. and Epwarps, J. D. War contract termination: terminations after World 
War I. Law and Contemp. Probs., Spring, 1944. Pp. 32. 


Hamitton, E. J. Monetary problems in Spain and Spanish America. Jour. Econ. His 
May, 1944. Pp. 28. 


Hipy, R. W. The House of Baring and the Second Bank of the United States, 1826-18% 
Pennsylvania Mag. of Hist. and Biog., July, 1944. Pp. 18. 


LACHMANN, L. M. Finance capitalism? Economica, May, 1944. Pp. 11. 


LauTEeRBACH, A. T. Economic demobilization in France after the First World War. Jou: 
Pol., Aug., 1943. Pp. 33. 


Van Deusen, G. G. Thurlow Weed: a character study. Am. Hist. Rev., Apr., 1944. Pp. 4 


Demobilization of manpower, 1918-19: Pt. 2. Early phases of demobilization Mo. Lab 
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National Economies 


Bunce, A. C. The future of Korea: Pt. Il. Far East. Survey, May 17, 1944. Pp. 4. 


D 
GaicntANA, L. M. Tendencies predominantes en las relaciones econdmica en los Estados 
Unidos. Bol. Mensual, Vol. XXXV, Nos. 127, 128, 129, 1943. Pp. 69. 


; G. Building the new China. Far East. Survey, June 28, 1944. Pp. 5. 
*. P. The Philippine pattern. Far East. Survey, July 12, 1944. Pp. 5. 


tp, K. G. Norway’s problems of social and economic reconstruction. Internat. Lab. Rev., 
1944. Pp. 23. 


Economic Systems; Post-War Planning 
goanL, C. A. The leadership of the United States in the post-war world. Am. Pol. Sci. 
Apr., 1944. Pp. 15. 
vrrows, H. R. “Plan for reconstruction”: a review article. South Afr. Jour. Econ., Mar., 
+. Pp. 13. 

E. Imperialismo econdémico. Rev. de Ciencias Econ., Mar., 1944. Pp. 15. 

C. B. Capitalism and socialism, a new Soviet appraisal. For. Affairs, July, 1944. 


N. Kotoku: advocate of direct action. Far East. Quart., May, 1944. Pp. 15. 
EARY, J. J. Free private enterprise for post-war America. Yale Rev., June, 1944. Pp. 19. 
pauM, F. An American commonwealth of nations For. Affairs, July, 1944. Pp. 12. 


\. R. Economic proposals for the peace settlement. Harvard Bus. Rev., Summer, 
is, A. L. M. Freedom to achieve—a basic element of democracy. Dun’s Rev., Apr., 


.. The structure of social planning. Soc. Forces, May, 1944. Pp. 10. 
Tt, Q. Peace problems of today and yesterday. Am. Pol. Sci. Rev., June, 1944. Pp. 9. 
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+ Pp 12. 

v, J. J. The use of statistics in management. Adv. Manag., Apr.-June, 1944. Pp. 5. 


nos, H. A. Cost reduction through cost controls for post-war operation. N.A.C.A. 
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Paton, W. A. Accounting policies of the Federal Power Commission. Jour. Accountancy, 
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— A. The development of cost accounting in Europe. N.A.C.A. Bull., June 1, 1944. 

RaBeL, F. K. Auditing standards and procedures in the light of court decisions. Mich. 
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8, G. F. Methods of estimating the burden of taxation. Jour. Royal Stat. Soc., Vol. 
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Taytor, W. J. Accounting for and control of returnable containers. N.A.C.A. Bull, Juy 
15, 1944. Pp. 17. ’ 


TESORIERE, S. A. Accounting for market profits and management profits. N.A.C.A. By) 
May 1, 1944. Pp. 26. 


TinTNER, G. An application of the variate difference method to multiple regression 
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Pp. 16. 


WiuiaMs, W. R. Motion and time study for post-war profits. N.A.C.A. Bull., Apr. 15 
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Wholesale prices in 1942. By the Editor of the Statist. Jour. Royal Stat. Soc., Vol, CVI 
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Coss, C. W. Employment and relative inflation in Massachusetts. Econometrica, Apr 
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Hurwicz, L. Stochastic models of economic fluctuations. Econometrica, Apr., 1944. Pp. 1! 
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PREBISCH, R. The gold standard and the economic vulnerability of our countries. Rey 
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Public Finance; Fiscal Policy; Taxation 
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June, 1944. Pp. 7. 


Biakey, R. G. and G. C. Federal revenue legislation, 1943-1944, Am. Pol. Sci. Rev 
Apr., 1944. Pp. 7. 
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Domar, E. D. and Muscrave, R. A. Proportional income taxation and risk-taking 
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Dowe tt, A. A. and Tosen, G. E. Some economic effects of graduated income tax rote 
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Haic, R. M. Federal-state financial relations: a conscientious governor studies a Senott 
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Hansen, A. H. National debt, flexible budget and tax cut. Bull. Nat. Tax. Assoc., May 
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Hicks, J. R. and U. K. The Beveridge Plan and local government finance. Rev. Eco 
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( Pp. 5. 
;, J]. El sistema monetario de Honduras. Rev. de Econ. y Estad., Ano V. (1943), 
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settas, M. G. Los precios en ta Banca. Rev. de Ciencias Econ., Aug., 1943. Pp. 26. 
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TKEMEIER, H. P. Seasonal variation in the volume of bills discounted. Econometrica, 
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| July, 1944. Pp. 12; 6. 
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ROTHSCHILD, K. W. The small nation and world trade. Econ. Jour., Apr., 1944. Pp. i 
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Garvy, G. Rivals and interlopers in the history of the New York security marke 
Jour. Pol. Econ., June, 1944. Pp. 17. 


O’NeEtL, W. G. Do high corporate taxes deter investment? Harvard Bus. Rev., Summer 
1944. Pp. 5. 

Ramirez G., J. D. Algunos efectos de la quiebra sobre los contratos de trabajo. Rev. & 
Ciencias Econ., April, May, 1943. Pp. 12; 16. 

Business finance in the war. Fed. Res. Bull., July, 1944. Pp. 12. 


Public Control of Business; Public Administration; 
National Defense and War 


Cxiark, J. M. How not to reconvert. Pol. Sci. Quart., June, 1944. Pp. 17 


CrRISTOFFER, F. A. War contract termination: disposal of coniractor-owned property 
on termination. Law and Contemp. Probs., Spring, 1944. Pp. 14. 


FouLkE, R. A. Government. financing of war contractors. Pts, I, Il. Dun’s Rev., June 
July, 1944. Pp. 4, 7. 

GrirritH, E. S. The changing pattern of public policy formation. Am. Pol. Sci. Rev 
June, 1944. Pp. 15. 

HARBESON, R. W. The demise of fair value. Mich. Law Rev., June, 1944. Pp. 19 

Jones, May. G. Interrelation of contract renegotiation and termination. Jour. of 
countancy, June, 1944. Pp. 8. 

Mappren, A. W. War contract termination: administrative and judicial machinery. la¥ 
and Contemp. Probs., Spring, 1944. Pp. 25. 

Murray, J. E. War contract termination: contract settlement act of 1944. Law me 
Contemp. Probs., Spring, 1944. Pp. 11. 

Neruove, S. H. Renegotiation of war contracts and the public interest. Jour. of Bu 
Univ. of Chicago, Apr., 1944. Pp. 7. 

Parkin, N. C. Renegotiation of war contract prices. Jour. of Bus., Univ. of Chicag 
Apr., 1944. Pp. 13. 


P 


TE 


I 

| 

a 


PERIODICAL LIST 681 


Siwcer, H. W. The German war economy, XI. Econ. Jour., Apr., 1944. Pp. 14. 
\Vrrerso, C. Aspectos juridicos de la intervencion del estado en la economia. Rev. de 


Econ. y Estad., Affio V (1943), No. 4, Pp. 13. 
British White Paper on war finance. Fed. Res. Bull., July, 1944. Pp. 15. 


Industrial Organization; Price and Production Policies; Business Methods 


tt, L. V. Production control and planning. N.A.C.A. Bull., June 15, 1944. Pp. 9. 
CHAMBERLAIN, N. The organized business in America. Jour. Pol. Sci., June, 1944. Pp. 16. 


KercouM, M. D. The financial problems of small business. I. Jour. of Bus., Univ. 
f Chicago, Apr., 1944. Pp. 24. 

Strauss, J. H. The entrepreneur: the firm. Jour. Pol. Econ., June, 1944. Pp. 17. 

Sremnver, W. H. Changing composition of the Savannah business community. South. 


Jour., Apr., 1944. Pp. 8. 


Marketing; Domestic Trade 


Cue, D. C. Who is the reta/l seller? Bull. Nat. Tax Assoc., Apr., 1944. Pp. 8. 


Mining; Manufacturing; Construction 
Swensrub, S. A. Converting war pipe lines to natural gas. Harvard Bus. Rev., Summer, 


Post-war capacity and characteristics of the construction industry. Mo. Lab. Rev., 
May, 1944. Pp. 14. 


Transportation; Communication; Public Utilities 
Brock, H. European transportation under German rule. Soc. Research, May, 1944. Pp. 26. 


Crane, J. B. The economics of air transportation. Harvard Bus. Rev., Summer, 1944. 


Hussarp, J. B. World transport aviation. Harvard Bus. Rev., Summer, 1944. Pp. 7. 


Jenks, L. H. Railroads as an economic force in American development. Jour. Econ. Hist., 
May, 1944. Pp. 20. 
McKenzie, A. The Alaska highway, old and new. Canad. Banker, Vol. 51. Pp. 20. 


Agriculture; Forestry; Fisheries 


Brack, J. D. That foreign market for farm products. Dun’s Rev., June, 1944. Pp. 5. 
O. Produccién y politica economica de la lana en la Republica Argentina. 


e Ciencias Econ., Jan., Feb., 1944. Pp. 17, 13. 
L. D. Cotton surplus disposal programs. Jour. Farm Econ., May, 1944. Pp. 19. 
Kinc, B. A. M. and Morcan, L. I. The agricultural situation. Canad. Banker, Vol. 51. Pp. 8. 
NAWRO( Z. The prospects of the British cotton industry. Econ. Jour., Apr., 1944. Pp. 7. 
Ni 5, W. H. Imperfect competition in agricultural processing and ditributing indus- 
‘res. Canad. Jour. Econ. and Pol. Sci., May, 1944. Pp. 15. 
Rosi: N, N. Future trends in Germany’s agricultural system. Jour. Farm Econ., May, 


Pp. 18. 


Rupra, S. K. Our food problem. Indian Jour. Econ., Jan., 1944. Pp. 11. 


Tompson, R. J. The United Nations Conference on Food and Agriculture. Jour. Royal 
Stat. Soc., Vol. CVI (1943), Pt. III. Pp. 5. 


TEMBER: 
17, 
- Pp. 
Mar 
A. Bul 
14. Py 
KE 


682 THE AMERICAN ECONOMIC REVIEW [SEPTEMBER 


Watsu, R. M. Response to price in production of cotton and cottonseed. Jour. Farm 
Econ., May, 1944. Pp. 14. 
Witson, C. F. Canada, food and the United Nations. Canad. Banker, Vol. 51. Pp. 8. 


Economic Geography; Regional Planning; Urban Land; Housing 
Conx.in, H. E. The rural-urban economy of the Elmira-Corning region. Jour. Land 
and Pub. Util. Econ., Feb., 1944. Pp. 17. 
CRANE, J. Workers’ housing in Puerto Rico. Internat. Lab. Rev., June, 1944. Pp. 22 


HesseLtT1ne, W. B. Regions, classes and sections in American history. Jour. Land and 
Pub. Util. Econ., Feb., 1944. Pp. 10. 


Sersy, H. E. Indirect benefits from irrigation development. Jour. Land and Pub. Util 
Econ., Feb., 1944. Pp. 7. 


TWITCHELL, K. S. Water resources of Saudi Arabia. Geog. Rev., July, 1944. Pp. 23. 
New dwelling units in nonfarm areas, first quarter of 1944. Mo. Lab. Rev., June, 1944 
Pp. 6. 
Labor and Industrial Relations 


Apptey, L. A. The war manpower program—present and future. Dun’s Rev., May, 1944 
Pp. 6. 

Bose, S. R. Labour in wartime. Indian Jour. Econ., Jan., 1944. Pp. 14. 

CHAMBERLAIN, N. The nature and scope of collective bargaining. Quart. Jour. Econ., 
May, 1944. Pp. 29. 

CHATTERJEE, Str A. C. Federalism and labour legislation in India. Internat. Lab. Rev 
Apr.-May, 1944. Pp. 31. 

GOLDENWEIsER, E. A. and Hacen, E. E. Jobs after the war. Fed. Res. Bull., May, 1944 
Pp. 8. 

Grattan, C. H. Labor problems in Australia. Pol. Sci. Quart., June, 1944. Pp. 8. 

Lasker, B. A labor code for dependent peoples. Far East. Survey, June 14, 1944. Pp. 8 


McKnicut, M. S. The employment of prisoners of war in the United States. Internat 
Lab. Rev., July, 1944. Pp. 19. 


McLatne, W. Payment by results in British engineering. Internat. Lab. Rev., June, 1944 
Pp. 17. 

Mooney, P. A fundamental job of management. Adv. Manag., Apr.-June, 1944. Pp. 6 

Paracios, A. L. El fuero del trabajo. Rev. de Ciencias Econ., Aug., 1943. Pp. 12. 

Quar.es, J. Labor unions in peace and war. Pol. Sci. Quart., June 1944. Pp. 11. 


Reep, C. J. Incentive payment plans—a current resume. N.A.C.A. Bull., Apr. 15, 19+ 
Pp. 


Roranoi, R. D. El sistema de arbitraje obligatorio y el salareo minimo; el sistema legal; 
legislacién nacional y comparada. Rev. de Ciencias Econ., Nov., Dec., 1943. Pp. 29, 33 


SHiskin, B. War contract termination: problems affecting labor. Law and Contemp 
Probs., Spring, 1944. Pp. 21. 


Weiss, H. Economic coverage of the Fair Labor Standards act. Quart. Jour. Econ., May, 
1944. Pp. 22. 


Canada’s manpower situation. Lab. Gazette, May, 1944. Pp. 23. 

Canadian wartime labor relations regulations, 1944. Mo. Lab. Rev., Apr., 1944. Pp. © 
Development and control of industrial homework. Mo. Lab. Rev., June, 1944. Pp. ' 
Employment opportunities in post-war Canada. Lab. Gazette, Apr., 1944. Pp. 5. 
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Employment in the shipbuilding industry. Mo. Lab. Rev., May, 1944. Pp. 19. 

Extent of collective bargaining and union status, January, 1944. Mo. Lab. Rev., Apr., 
1944. Pp. 9. 

Hours and earnings in Great Britain and Northern Ireland, July 1943. Mo. Lab. Rev., 
May, 1944. Pp. S. 


Juvenile employment committees in Great Britain. Lab. Gazette, June, 1944. Pp. 6. 
Labor conditions in French Indo-China. Mo. Lab. Rev., July, 1944. Pp. 15. 

Labor conditions in the Netherland Indies. Mo. Lab. Rev., May, 1944. Pp. 15. 

Labor conditions in Poland. Mo. Lab. Rev., July, 1944. Pp. 20. 

Manpower for war. Fed. Res. Bull., May, 1944. Pp. 9. 

Older workers in wartime. Mo. Lab. Rev., July, 1944. Pp. 15. 


Results of International Labour Conference, April-May, 1944. Mo. Lab. Rev., July 1944. 
Pp. 13. 


Strikes in 1943. Mo. Lab. Rev., May, 1944. Pp. 21. 
Studies of the effects of long working hours. Mo. Lab. Rev., June, 1944. Pp. 14. 


Trend of earnings among white-collar workers during the war. Mo. Lab. Rev., May, 
1944. Pp. 17. 


The Twenty-sixth Session of the International Labour Conference: Philadelphia, April 
to May, 1944. Internat. Lab. Rev., July, 1944. Pp. 40. 


Wartime earnings and spendings in Honolulu. Mo. Lab. Rev., Apr., 1944. Pp. 11. 


Social Insurance; Relief; Pensions; Public Welfare 


Acosta, C. R. Social legislation in Paraguay. Internat. Lab. Rev., July, 1944. Pp. 8. 
BAKKE, E. W. America and the Beveridge plan. Yale Rev., June, 1944. Pp. 26. 
Bocen, D. Juvenile delinquency and economic trend. Am. Soc. Rev., Apr., 1944. Pp. 8. 


Kirin, L. R. The cost of a “Beveridge Plan” in the United States. Quart. Jour. Econ., 
May, 1944. Pp. 15. 


RETICKER, R. Unemployment compensation in the United States. Internat. Lab. Rev., 
Apr.-May, 1944. Pp. 27. 


RICHTER, L. The effect of health insurance on the demand for health services. Canad. 
Jour. Econ. and Pol. Sci., May, 1944. Pp. 27. 


Rouruicn, G. F. Equalization schemes in German unemployment compensation. Quart. 
Jour. Econ., May, 1944. Pp. 16. 


A national health service for Great Britain. Internat. Lab. Rev., Apr.-May, 1944. Pp. 9. 


Consumption; Income Distribution; Codperation 


ABRAHAMSEN, M. A. Codperative relationships and business performance. Jour. Farm 
Econ., May, 1944. Pp. 17. 


BeureNnvt, R. F. Cooperacién economica inter-americana. Bol. del Inst. de Inves. Soc. 
y Econ., Feb., 1944. Pp. 85. 


Burton, G. L. Agriculture’s share of the national income: a comment. Canad. Jour. Econ. 
and Pol. Sci, May, 1944. Pp. 4. 


GRUENBAUM, L. National income and outlay with reference to savings, capital movements 
and investment. South Afr. Jour. Econ., Mar., 1944. Pp. 19. 


Hicks, J. R. The four consumer’s surpluses. Rev. Econ. Stud., Winter, 1943. Pp. 11, 
Livcuen, R. Net wages and real wages in Germany. Internat, Lab. Rev., July, 1944. Pp. 9. 
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Raut, F., C. Los principios cooperativos en la reconstruccién de San Juan. Rev. & 
Ciencias Econ., Feb., 1944. Pp. 5. 


Sxeocu, L. A. Agriculture’s share in the national income—further considered. Canad. Jou 
Econ. and Pol. Sci., May, 1944. Pp. 3. 


WEtp, L. D. H. Regional effects of the war on consumer buying. Dun’s Rev., July 
1944. Pp. 4. 


Wooncock, F. The price of provisions and some social consequences in Worcestershire ix 
the eighteenth and nineteenth centuries. Jour. Royal Stat. Soc., Vol. CVI (1943), Pt 
III. Pp. 6. 


International aspects of the codperative movement. Mo. Lab. Rev., June, 1944. Pp. 10 


Population; Migration; Vital Statistics 
CHANDRASEKBAR, S. Indian immigration in America. Far East. Survey, July 26, 1944. Pp? 


Jenkins, S. Refugee settlement in Australia. Far East. Survey, June 28, 1944. Pp. 4. 


La VioteTte, F. E. Two years of Japanese evacuation in Canada. Far East. Survey 
May 31, 1944. Pp. 8. 


pE Tezanos P., M.A. El impuesto a las sucesiones y el factor demografico. Rev. de 
Ciencias Econ., Dec., 1943. Pp. 11. 


Watnes, W. J. Post-war immigration policy. Canad. Banker, Vol. 51. Pp. 12. 


Unclassified Items 


CAMPBELL, E. G. The National Archives faces the future. Am. Hist. Rev., Apr., 1944. Pp. 5 

Goopman, A. B. Western movement of local government. Jour. Land and Pub. Uti 
Econ., Feb., 1944. Pp. 15. 

Losanovscky P., VY. La desocupacién en las profesiones liberales. Rev. de Ciencias Econ 
Sept., 1943. Pp. 26. 

Meapows, P. Balance and imbalance in human social adjustment. Soc. Forces, May 
1944. Pp. S. 
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Editorial Note 


For reasons which, from a personal point of view, are very compelling, I am taking 
a year’s leave of absence from the duties of Managing Editor of the Review, with 
the consent of the Executive Committee, in order to serve as an officer of the United 
Nations Relief and Rehabilitation Administration in London. In my absence Professor 
Fritz Machlup will undertake the duties of Managing Editor, an arrangement which 
guarantees editorial supervision of the most competent sort. 

The present number of the Review has been, for the greater part, my responsibility, 


D. 4. and my commitments will also carry over in part to the December number. Thereafter, 
Survey Professor Machlup will be wholly responsible. 
; There is just one thing which members of the Association can do to lighten the 
burden of the Acting Managing Editor, and that is to provide a flow of good manu- 
Rev. de scripts. It is to be hoped that the drought of acceptable manuscripts which has prevailed 
for many months is about over. 
—P. T. Homan 
The fifty-seventh annual meeting of the American Economic Association is planned 
to be held in Washington, D.C., February 1-4, 1945, jcintly with the American Political 
4. Pp. 5 Science Association and the American Society for Public Administration. Because of the 
b. Util prospective transportation situation, it is expected that, as was the case at the last two 
annual meetings, attendance will be limited mainly to those resident in the capital, though 
including a country-wide representation of the membership who will be in or near 
3 Econ., Washington. The usual meetings of the Executive Committee and a “streamlined” business 
meeting of the Association will be held at this time and place. Headquarters will again 
s, May, be at Hotel Statler. 


he program will be focused chiefly on Selected Problems of the Post-war World, 
with special attention to policy issues. Several sessions will be joint with one or both 
of the codperating associations. At those in which one association takes the lead, oppor- 
tunity will generally be given for participation by representatives of the others. 

Below is given a partial list of sessions of primary interest to economists, with names 
of individuals definitely or temporarily responsible for the session arrangements. The 
provisional program will be published in the December number of the Review. 


Social Scientists and the Public Service................cccecsceees M. A. Copeland 
Undergraduate Training in Economics................cscccceccccceees Horace Taylor 
The War-Peace Transition: Rationing and Price Control............. D. H. Wallace 
The War-Peace Transition: Expanding Civilian Production and 

Agricultural Price Supports and Their Consequences ..............--.. E. J. Working 
International Monetary and Credit Arrangements......................-- H. S. Ellis 
Natural Resources and International Policy ................eseeeeeees J. S. Davis 
International Organization for Economic Progress ................e+es00 J. W. Fesler 


Organized Labor and the Public Interest ..............0.cceceececees J. S. Davis 
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Regional Problems in the United States ............cceccecccceees R. D. Calkins 


The Réle of Soviet Russia in the Post-war World .................-+e00- J. N. Hazerd 


The following names have recently been added to the membership of the Amenricay 
Economic ASSOCIATION : 


Abel, K. N. K., 5109 New Hampshire Ave., N.W., Washington 11, D.C. 
Ackerman, S., 3524 E. 154th St., Cleveland 30, Ohio. 

Anderson, G. E., 436 Bacon Avenue, Akron, Ohio. 

Atterberry, P. R., 4601 27th St., Apt. 3, Mt. Rainier, Md. 


Brann, W. P., Bureau of Research, University of Arkansas, Fayetteville, Ark. 
Brown, Miss M. V., Delta Gamma House, State College, Pa. 


Campbell, K. H., National Foreign Trade Council, 26 Beaver St., New York 4, NY 

Chaikan, I. B., 245 W. 25th St., New York 1, N.Y. 

Chen, P. C., 99 Wall St., Room 711, New York 5, N.Y. 

Clarke, S. V. O., 46 Walter Hastings Hall, Cambridge 38, Mass. 

Crafts, P. C., Jr.. Navy Yard, Supply Dept., Navy No. 128, c/o Fleet Post Office, 
San Francisco, Calif. 

Cutler, Lt. H. A., 1418 E. 42nd St., Savannah, Ga. 


Decker, K., Staff, Commander Air Force, Pacific Fleet, c/o Fleet Post Office, San 


Francisco, Calif. 
Del Canto, J., Banco Central, Universidad de Chile, Santiago, Chile, S.A. 


Dimock, M. E., Northwestern University, Evanston, IIl. 
Dockterman, Miss M., 1800 Eye St., N.W., Apt. 63, Washington, D.C. 


Eckley, R. S., P.O. Box 444, Peoria, II. 


Franks, T. W., 424 W. Oakdale Ave., Chicago, Il. 
Freund, A. M., 4744 N. Marvine St., Philadelphia 41, Pa. 


Goldman, Miss R. F., 1515 16th St., N.W., Washington 6, D.C. 

Grampp, W. D., 5520 Woodlawn Ave., Elmhurst, II. 

Grebler, L., Federal Home Loan Bank, 101 Indiana Ave., N.W., Washington 25, D.C 
Groké, P. O., Yale University, 213 Strathcona Hall, New Haven, Conn. 
Gulbranson, W., 19 Littell Ave., Buffalo, N.Y. 


Herson, R. J. L., 33 W. 42nd St., New York 18, N.Y. 

Hirsch, E. (Mrs. J.), 545 West End Ave., Apt. 161, New York, N.Y. 

Hoch, M. L., 5500 8th St., N.W., Washington, D.C. 

Hopengarten, Mrs. S. W., 1687 Commonwealth Ave., Brighton 35, Mass. 

Howard, Lt. J. A.. AGD, Hq. 28th Repl. Bn., APO 709, c/o Postmaster, San Francisco 


Calif. 
Joachim, J., 3212 S. Grove Ave., Berwyn, Ill. 


Kahn, R. A., Dept. of Interior, Room 3216, Washington, D.C. 
Kirkpatrick, A. L., 1717 Columbia Rd., N.W., Washington 9, D.C. 
Korican, S/Sgt. O. H., 3319 P St., N.W., Washington, D.C. 
Kress, A. J., 4234 47th St., N.W., Washington, D.C. 


Leibowitz, Pvt. I., 12124867, Hq. and Hq. Det., APO 950, c/o Postmaster, San Francisc 
Calif. 
Lewis, Ens. J. P., U.S.S. Cape Esperance (CVE 88), c/o Fleet Post Office, Sa 


Francisco, Calif. 
Lewis, Sir W., National Press Bldg., Room 1292, Washington, D.C. 
Lichtenstein, Miss H. S., 225 Eastern Pkwy., Brooklyn, N.Y. 
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Little, Mrs. V. C., 30 Bryant St., N.E., Washington, D.C. 


Lynn, Lt. A. D., Jr., Dept. of Communications, Staff and Faculty, Field Artillery School, 
Ft. Sill, Okla. 


Malin, M., 2107 Ft. Davis St., S.E., Washington 20, D.C. 

Margolis, Lt. M. J., U. S. Coast Guard Yard, Curtis Bay, Baltimore 26, Md. 
Matheson, K. G., 3487 S. Wakefield St., Arlington, Va. 

McCracken, E. M., University of Miami, Coral Gables 34, Fla. 


Neuhoff, R. R., 414 Rialto Bldg., 220 N. Fourth St., St. Louis 2, Mo. 
Nielsen, Miss A. L., 3711 Horner Pl, S.E., Washington 20, D.C. 


Packard, Lt. H. M., 5505 Sonoma Rd., Bethseda, Md. 

Parrish, J. B., U. S. Bureau of Labor Statistics, 226 W. Jackson, Chicago 6, Ill. 
Pettee, G. S., 1423 Manchester Lane, N.W., Washington, D.C. 

Phillips, H. M., c/o Crocker First National Bank, San Francisco 20, Calif. 


Rodrigues, E. L., Rua Barao de Petropolis 557, Rio de Janeiro, Brazil, S.A. 

Roper, E., West Redding, Conn. 

Rosenborg, A., League of Nations, c/o Institute for Advanced Study, Princeton, N_J. 
Rush, R. H., 210 Greenhill Ave., Washington, D.C. 


Sanderson, F. H., 3359 S. Wakefield St., Arlington, Va. 
Shapiro, E., 131 E. 12th Ave., Columbus, Ohio. 

Sola, J. L., Argentine Embassy, Washington, D.C. 

Spero, N., 2300 Pine St., Philadelphia 3, Pa. 

Spitzer, E. G., 383 Harvard St., Cambridge, Mass. 

Stewart, C. D., 4142 Southern Ave., S.E., Washington 20, D.C. 


Tauchar, Mrs. V. G., University of California, 119 South Hall, Berkeley 4, Calif. 
Vatter, Pvt. H., 39145797, Co. A, 53 Bn., 11 Reg., Camp Fannin, Texas. 


Welsh, C. A., 203 N. Trenton St., Arlington, Va. 
Wheelan, F. N., 1090 Cleveland Drive, Buffalo 21, N.Y. 
Whitney, E. L., 3411 Oakwood Ter., Washington 10, D.C. 


Yaffa, I, SK2/C, Div. 5-I, U. S. Naval Repair Base, San Diego, Calif. 


The Food Research Institute, Stanford University, announces that after two decades 
of continuous publication, its series of Wheat Studies is being terminated with the July, 
1944, number. The discontinuance will permit the staff of the Institute to give fuller 
attention to commodities that have been less intensively investigated and to broader 
issues of national and international policy. While in part the accumulated experience of 
the staff will be used on other subjects, certain features of Wheat Studies will be carried 
forward in book and pamphlet forms. An annual review of world wheat developments, 
broadened to give more attention to other grains, will be combined with a world grain 
outlook for the current crop year and beyond it. 


Editorial responsibility for the Federal Reserve Bulletin has been turned over by the 
Board of Governors to a staff editorial committee. Under the new arrangement the 
responsibility of the Board for the contents of the Bulletin, except in the case of official 
statements and rulings, will be only of a general nature arising from its sponsorship of 
the publication. The Board will not be directly responsible for the material included and 
the views expressed in signed or unsigned articles. This policy is intended to promote 
freedom of thought and vigor of expression by the writers and to encourage publication 
of articles on a wide range of subjects. The members of the editorial committee are 
Elliott Thurston, E. A. Goldenweiser, and Carl E. Parry. 


Charles Homer Baxter, head of the departments of mining engineering and economics 
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at the Michigan College of Mining and Technology since 1927, died July 29, after , Ut 
brief illness. Sp 
With the death, at the age of 79, of Professor Augusto Graziani, the Italian school of 
economics has suffered the loss of one of its most eminent and lovable figures. Born ip sit 
Modena in 1865, Professor Graziani was a pupil of Ricca Salerno and Cossa, and his 
academic career was one of swift advancement. After his early career in the faculties of Ur 
Siena and Modena, he was appointed at the turn of the century to the chair of political Co 


economy in the University of Naples—which, incidentally, was the oldest chair of 
economics of Europe, established in 1751, its first occupant being Antonio Genovesi—a 
position which he held with great distinction for some thirty-five years. 

Brought up in the classical English tradition, but also very close to the Austrian 
school, Professor Graziani was a staunch supporter of economic freedom and liberalism 
throughout his life. His major contributions to science include a treatise on public 
finance (“Istituzioni di Scienza delle Finanza”) published in 1899, and an equally 
valuable treatise on political economy (“Istituzioni di Economia Politica”) published in 
1904, both of which became standard works and went through many editions and 
revisions. His views on monopoly revenue, consumers’ surplus, and taxation involved 


him in many friendly controversies with English-speaking economists, notably Edgeworth E 
and Seligman. Entirely devoted to science and to his academic duties, he exerted himself for 
tirelessly for his students and, despite his modest and retiring disposition, he soon rest 
became the head of a flourishing school of younger economists. Dogmatism in every form Ecc 
was abhorrent to him; he never tried to impose his views on his pupils, and actually V 
enjoyed seeing them take new or divergent paths. of | 
An outspoken opponent of fascism, Professor Graziani was one of the signatories of the 
Benedetto Croce’s antifascist manifesto of 1925, and, in consequence, he suffered ostracism R 
and persecution. He would certainly have been removed from his chair had he not been om 
so close to the retirement age. After retirement, his appointment as professor emeritus was aie 
vetoed by the government; later he was purged from the Academy of the Lincei and A 
from the Royal Society of Naples, of which he had been for decades a highly-respected Unit 
member. 
Though he had the satisfaction of witnessing the fall of fascism, Professor Graziani was Ecol 
caught by the armistice in the German-occupied zone of Italy. It is a matter of great G 
regret that he should not have lived to see the day of final deliverance for which he had time 
worked and hoped with all his heart—Bruno Foa secti 
Edward J. Peterson, instructor in economics and accounting at the University of Se 
Minnesota, was accidentally drowned near his home in St. Paul on May 22. aan 
neid, 

Appointments and Resignations a 

Jules Backman was promoted to the rank of assistant professor from the rank of posit 
instructor at the School of Commerce of New York University. He 
Wesley C. Ballaine has been promoted from assistant professor to associate professor versi 
of business administration at the University of Oregon. Corp 
Orin Burley, associate professor of marketing at Ohio State University, has been J. 
serving temporarily as industrial economist for the Federal Reserve Bank of Cleveland of ac 
S. A. Caldwell has been appointed dean of the junior division of Louisiana Stale ; J os 
University, where he is a professor of economics. choc 
Helen G. Canoyer has been promoted to an associate professorship at the Universit) Ric 
of Minnesota. acting 
A. Hamilton Chute, associate professor of marketing at the University of Minnesoi, Wil 
will continue on leave for the academic year 1944-45 to serve as special assistant to the Johns 
chief of the accounts and audits division of the compliance branch of the Office of Distribu- with 
tion in the War Food Administration in Washington, D.C. J.\ 
ion a 


Garfield V. Cox, Robert Law professor of finance in the School of Business at the 


4 
ver 
We 


1944] NOTES 689 


University of Chicago, is serving as Acting Dean of the school during the leave of Dean 
Spencer as regional director of the War Manpower Commission. 

Ernest Dale has resigned as instructor in the department of economics of Yale Univer- 
sity to take a position in the Research Division of the American Management Association. 

Joel P. Dean has been granted a leave of absence from the School of Business at the 
University of Chicago to serve as visiting associate professor at the School of Business, 
Columbia University. 

John Raymond Dier has been appointed senior assistant in the department of economics 
of the School of Commerce, New York University, for the year 1944-45. 


Ernestine C. Donaldson has been promoted to an associate professorship in secretarial 
procedure in the School of Business Administration at the University of Minnesota. 

Walter Egle, assistant professor at Ohio State University, is serving as economist with the 
office of Alien Property Custodian in Washington, D.C. 

Paul T. Ellsworth will begin his teaching in the department of economics at the Uni- 
versity of Wisconsin after two years’ leave of absence spent in government service in 
Washington. 

Ervin E. Gaumnitz, who has been on leave of absence from the University of Wisconsin 
for the past two years to serve with the Office of Price Administration in St. Paul, is 
resuming his teaching this fall in the School of Commerce and the department of 
Economics. 

Willard J. Graham, director of business studies in University College of the University 
of Chicago, has been promoted to professor of accounting in the School of Business at 
the University of Chicago. 

Richard A. Graves has been promoted to an assistant professorship in economics and 
insurance at the University of Minnesota. 

Harold M. Groves has been named chairman of the department of economics at the 
University of Wisconsin. He will resume his teaching in the fall semester after a year’s 
leave of absence to conduct a study in taxation and incentives for the Committee for 
Economic Developmnt. 


Gottfried Haberler, professor of economics, has returned to Harvard University for full 
ume teaching after a year’s absence as economic specialist in the research and statistics 
section of the Board of Governors of the Federal Reserve System, Washington. 

Seth Hammond, associate in economics at the University of Illinois, has been granted 
leave of absence to accept a position with the Office of Price Administration in Spring- 
field, Illinois. 

David Harrison, instructor in economics, has returned to duty after serving as district 
price economist for the Office of Price Administration and holding other important OPA 
positions. 

Herbert G. Heneman, Jr., instructor in economics and industrial relations at the Uni- 
versity of Minnesota, has been granted a leave to accept a commission in the Supply 
Corps of the Navy and reported for active duty July 1, at Newport, R.I. 

J. Maynard Keech, formerly of Duke University, has been appointed assistant professor 
of accounting at the University of Miami. 

; J oseph S. Keiper was appointed senior assistant in the department of economics of the 
school of Commerce, New York University, for the year 1944-45. 

Richard L. Kozelka has been promoted to a full professorship and has been appointed 
acting dean of the School of Business Administration at the University of Minnesota. 

William M. Leiserson has been appointed visiting professor of political economy at the 
Johns Hopkins University. He is making a study of American trade union government 
with funds provided by the Rockefeller Foundation. 

J. Wayne Ley has been promoted to the rank of associate professor of business organiza- 
tion at the Ohio State University. 
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Fritz Karl Mann, professor of economics at the American University, Washington, 
D.C., has been appointed Assistant Director of the Department of Research, Army Indus. 
trial College; he also has been elected fellow of the Library of Congress on foreign public 
finance. 

John E. Mason, for the past two years with the Agricultural Adjustment Agency, has 
returned to the Bureau of Agricultural Economics as regional leader for the Appalachian 
region, Division of Land Economics, with headquarters in Washington, D.C. 

J. L. McConnell, associate in economics at the University of Illinois, has been granted 
leave of absence to accept a position with the Lureau of Foreign and Domestic Commerce, 
Business Structure Unit, Washington, D.C. 

Herbert E. Miller has been promoted to an assistant professorship in accounting at the 
University of Minnesota. 

Samuel H. Nerlove has been promoted to professor of business economics in the School 
of Business of the University of Chicago. 

Edmund A. Nightingale has been promoted to an assistant professorship in economics 
and transportation at the University of Minnesota. 

Herman Nolen, associate professor of marketing at Ohio State University, has recently 
been serving as a Lieutenant Colonel in the military government division of the Army, 
attached to SHAEF in the British Isles. Earlier he served in connection with civilian 
administration in both Sicily and Italy. 

John E. Orchard, now serving on a special assignment in the Department of State, 
will return to the Columbia University School of Business on a part-time basis in 
September. 

Robert D. Patton has been promoted to the rank of professor of economics at the Ohio 
State University. 

Henry R. Rowntree has been promoted to the rank of associate professor of economic 
at the Ohio State University. 

David J. Saposs, chief economic advisor, Office of Labor Production, War Production 
Board, is giving courses at the University of Wisconsin Summer School for Workers on 
American labor history and trade unionism. 

Donald A. Schwartz of the University of Wisconsin taught a course in labor problems 
in the Summer Session of the School of Business and Public Administration of the Uni- 
versity of Missouri. 

James D. Scott is on leave of absence from the Johns Hopkins University and is serving 
with the United States Navy Supply Corps as Lieutenant (j.g.) 

Lewis C. Sorrell, professor of transportation in the School of Business at the University 
of Chicago, is on leave while serving as director of research for the Air Transport! 
Association of America. 

William H. Spencer, professor of business law and dean of the School of Business a 
the University of Chicago, is on leave while serving as regional director of the War 
Manpower Commission, Region VI. 

Russell A. Stevenson, dean of the School of Business Administration at the University 
of Minnesota for eighteen years, left that post July 1 to assume the office of Dean of 
the School of Business Administration at the University of Michigan. 

George J. Stigler has been promoted to a full professorship in the School of Busines 
Administration at the University of Minnesota. During the past year he was on leave 
conducting special research at the National Bureau of Economic Research and also = 
the Division of War Research at Columbia University. 

Raleigh W. Stone has been promoted to professor of industrial relations in the Schoo 
of Business at the University of Chicago. 

W. Bayard Taylor, professor of finance at the University of Wisconsin, who has bea 
on leave of absence for two years to serve with the Office of Price Administration ® 
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Chicago, is resuming his teaching in the School of Commerce and the Department of 
Economics, 

Eilard C. Thompson, instructor in the field of production management in the School 
of Business Administration at the University of Minnesota, has been granted a leave for 
the year 1944-45 to take over special duties in connection with war production work in 
the Garfield Plant of the Houdaille-Hershey Company in Decatur, Illinois. 

Paul G. Toohey, formerly of Rockhurst College, has been employed as senior economist 
of the War Labor Board, Region VII, and is now vice chairman of the same board. 

John Roscoe Turner, professor of economics in College of the City of New York, has 
retired and plans to make his home in San Francisco, where he will be engaged in 
applied research in foreign trade. 


J. Donald Watson, head of the department of Kalamazoo College during the past year, 
taught this summer in the School of Business Administration, University of Michigan. 

Russell S. Willcox has been promoted to the rank of professor of accounting at the 
Ohio State University. 

T. O. Yntema, professor of statistics in the School of Business of the University of 
Chicago, is on leave while serving as director of research for the Committee on Economic 
Development. 

Dale Yoder, professor of economics and industrial relations at the University of Minne- 
sota, was on leave during the past year. On July 1 he left his position as vice chairman of 
the Regional War Labor Board in Chicago to take over special duties as consultant for 
the Analysis and Planning Branch of the Morale Services Division for the Army Service 
Forces in Washington, D.C. 
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FORTY-FIRST LIST OF DOCTORAL DISSERTATIONS 
IN POLITICAL ECONOMY IN PROGRESS IN 
AMERICAN UNIVERSITIES AND COLLEGES 


The first list of this kind was dated January 1, 1904, and was sent to all members, but 
not regularly bound in the publications. A notation as to the earlier lists, extending from 
1905 to 1927, may be found in the Review for September, 1927, page 574. Annual lists 
thereafter are to be found in the September number of the Review for each year. 

The present list specifies doctoral degrees conferred, doctoral dissertations completed and 
accepted by the various universities, and the theses still in preparation. The last date 
given is the probable date of completion, where it is known. In cases where the publishers 
of completed dissertations were given, this information has also been reported. 

The list represents the status of the several theses on July 1, 1944, except for a few 
items later reported as completed or published. ) 


Economic Theory; General Works 


Degrees Conferred 

Witt1Am Dyer Grampp, Ph.D., Chicago, 1944. Mercantilism and /aissez-faire in American 
political discussion, 1787-1829. 

Franco Moprcirant, D.S.Sc., New School for Social Research, 1944. The general theory 
of employment, interest and money under the assumptions of flexible prices and of 
fixed prices. 

Cates ALLEN SmiTH, Ph D., Harvard, 1943. Business and national income: an analysis of 
the effects o: certain types of business behavior on real national income. 

Lestre CHARLES TrHAny, Ph.D., Chicago, 1943. French utopian thought, 1676-1790. 


Theses in Preparation 


ALBERT R. Betset, Jr., A.B., Dartmouth, 1931; LL.B., Yale, 1934. Legal and economic 
aspects of the theory of depreciation. 1946. Columbia. 

Rosert MitcHett Biccs, A.B., Wayne, 1939; A.M., Michigan, 1940. The historical aspects 
of the development of the theory of capital. 1945. Michigan. 

ARTHUR AARON BRIGHT, Jr., A.B., Dartmouth, 1939; C.S.M., 1940; A.M., Chicago, 1942 
Technological change and the electric lamp industry. 1944. Chicago. 

Vircinta W. Buckner, A.B., Texas, 1941; A.M., 1942. The réle of the concept of 
equilibrium in economic theory. 1946. Columbia. 

Avery B. Conan, A.B., Cornell, 1934; A.M., Columbia, 1942. The nature of competition 
1945. Columbia. 

James Drncwa tt, A.B., Queens, 1938; A.M., 1939. A history of English theories of the 
economic réle of the state. 1944. Chicago. 

Creo Firzstmmons, B.S., Iowa State, 1928; MS., Illinois, 1933. Some contributions of 
economic theory to home economics. 1944. Illinois. 

Rotanp W. Funk, S.B., Utah, 1933. Inventory theory. 1944. Chicago. 

ArtHur Cort Horpen, Litt.B., Princeton, 1912; B.Arch., Columbia, 1915; A.M., Colum- 
bia, 1915. Evidence of change in the theory of rent-trends toward reorganization of real 
estate. 1945. Columbia. 
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Bert Frank Hosexrtz, Dr. Juris., Vienna, 1936. Some problems in the theory of location 
of industry. 1944. Chicago. 

RICHARD SEBASTIAN Howey, S.B., Harvard, 1926; A.M., Southern California, 1929. A 
history of the utility concept in economic theory. 1944. Chicago. 

ELMER JEREMIAH JEROME, B.S.S., College of the City of New York, 1937; A.M., Colum- 
bia, 1938. Economic dualism. 1945. Columbia. 

Davip GALE Jounson, B.S., Iowa State, 1938; M.S., Wisconsin, 1939. The theory of 
forward prices for agricultural products. 1944. Iowa State. 

LAWRENCE Kecan, A.B., College of the City of New York, 1935; M.A., Columbia, 1938. 
Problems related to the theory of production and capital. 1945. Columbia. 

AnTtHony Yinc CHANG Koo, A.B., St. John’s, China, 1940; S.M., Illinois, 1941; A.M., 
Harvard, 1943. Exchange equilibrium and aspects of the mechanism of its adjustments. 
1944. Harvard. 

MauRICE LAMONTAGNE, B.-es-Sc. Sociales, Laval, 1940; Complimentary dipl. in Phil., 
Dominion College, Ottawa; Licence in Social Science, Laval, 1941; A.M., Harvard, 
1943. The problem of methodology in economics. Harvard. 

ArTHUR LeIcH, A.B., Colgate, 1941. Studies in the development of the theory of capital 
and interest from Locke to Walras. 1944. Chicago. 

CHARLES Epwarp Linpsitom, A.B., Stanford, 1937. Competition and social control in 
the marketing of personal productive capacity in a capitalistic economy. 1944. Chicago. 

GrorceE JoHN MALANos, B.S., Miami, 1942; A.M., Harvard, 1944. Aggregative economics 
aud the dynamic, historical or evolutionary method. 1944. Harvard. 

Henry JrnpRICH MALKAry, Royal Hungarian University, Technical School, Budapest, 
1919; M.B.A., New York, 1929. Some economic implications of idle and excess produc- 
tion facilities in the control of overhead costs. 1946. Columbia. 

CurisTINE Harrison McGuire, A.B., Muskingum, 1937; A.M., Ohio State, 1938. Economic 
incentives. 1944. Chicago. 

HERBERT CARPENTER Morse, A.B., Oberlin, 1932; A.M., Columbia, 1941. Essays in the 
theory of trade. 1946. Columbia. 

Donatp W. O’ConNELL, A.B., Columbia, 1937; A.M., 1938. The scope and applicability 
of the theory of industrial location. 1946. Columbia. 

HartAN Monecrt Smitu, A.B., Chicago, 1936; A.M., 1938. The price mechanism and the 
concept of social value. 1944. Chicago. 

WittIAM JorDAN JosepH SmirH, III, A.B., Texas, 1940. The economics of Thorstein 
Veblen. 1945. Duke. 

James Hartman Stauss, A.B., Grinnell, 1936; S.M., Iowa State, 1937. History and 
criticism of American theories of profit. 1944. Wisconsin. 

Sami SemsippIn Texkiner, A.M., Cornell, 1941. A study of dynamic economic models. 
1944. Chicago. 

CHarRLes S. Wyanp, A.B., Pennsylvania State College, 1929; A.M., 1934. The economics 
of replacement demand. 1946. Columbia. 


Economic History 


Degrees Conferred 
Goprrey Tryccve ANpDERSON, Ph.D., Chicago, 1944. The slavery issue as a factor in 
Massachusetts politics from the Compromise of 1850 to the outbreak of the Civil War. 
Rosert Joun Bratpwoop, Ph.D., Chicago, 1943. The comparative archeology of early 
ee from the time of the earliest known village cultures through the Akkadian 
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Joun Harvey Kent, Ph.D., Chicago, 1943. The temple estates of Delos, Rheneia, and 
Mykonos, 

RaymMonp AprieNe vE Roover, Ph.D., Chicago, 1943. Money, banking, and credit ip 
medieval bruges: Italian merchant-bankers, Lombards, and money-changers. 


Thesis Completed and Accepted 


KATFERINE Finney, A.B., Arkansas, 1935; A.M., Columbia, 1936. A history of the 
Mutual Savings Banks of Northampton, Massachusetts, 1876-1938. 1944. Columbia. 


Theses in Preparation 

Suirtey AKERMAN Bri, A.B., Chicago, 1941; A.M., 1942. The background of the inter- 
state comity clause of the federal constitution. 1944. Chicago. 

WriLt1AM R. Bratstep, A.B., Stanford, 1939; A.M., Chicago, 1940. The development of 
the Pacific as an American naval problem before 1909. 1944. Chicago. 

James Avucustus Ctose, A.B., Yale, 1929; M.B.A., Harvard, 1931; C.L.U., American 
College of Life Underwriters, 1940. The history of the Anaconda Copper Mining Com- 
pany. 1944, Michigan. 

AtBert L. Demonp, B.S., Syracuse, 1926; M.B.A., New York, 1930. Economic develop- 
ment of Negroes in the United States. 1945. Catholic. 

Grorce Huppieston Faust, A.B., Henderson State, 1937; A.M., Arkansas, 1939. American 
economic relations with Colombia, 1920 to 1942. 1944. Chicago. 

Henrietta E. HareMan, A.B., Lawrence, 1925; A.M., Wisconsin, 1928. Alexander Mar- 
Donald, labor member of parliament. 1944. Chicago. 

Ropert Morrett Hate, B.S., Miami, 1921; A.M., Chicago, 1928. The United States and 
Japanese immigration. 1944. Chicago. 

Wrt1aM HAtter, Jr., A.B., Columbia, 1936; A.M., 1938. rontier settlement in purita 
New England, 1620-1670. 1945. Columbia. 

Hetmut Hirscu. The history of the Saar territory: a new evaluation of the first exper- 
ment in international government of a German territory. 1944. Chicago. 

Anna Hutse, B.S., New York, 1926; A.M., 1927. Niagara-Hudson and New York State— 
financial, historical, and social aspects of development. 1946. Columbia. 

Harry FRANKLYN Jackson, A.B., Marshall College, 1933; A.M., West Virginia, 1937 
Technological development of Central America to 1907. 1944. Chicago. 

Harotp O. Lewis, B.A., Amherst, 1929; M.A., Howard, 1930. The growth of the seven- 
teenth century Danish capitalism. 1945. American. 

Rotanp CatHoun McConnett, A.B., Howard, 1931; A.M., 1933. The Negro in North 
Carolina since reconstruction. 1945. New York. 

Cyrm Nem McKinnon, S.J., A.B., Marquette, 1925; A.M., 1936. The breakdown of the 
guilds. 1944. Chicago. 

Davin M. Pretcuer, A.B., Chicago, 1941; A.M., 1941. The development of Northwestem 
Mexico, 1870-1910. 1944. Chicago. 

MARTHA VAN HoEsEN Taser, A.B., Bryn Mawr, 1939; A.M., Columbia, 1940. History 
of the cutlery industry in the Connecticut Valley, 1830-1939. 1945. Columbia. 

Seymour L. Wotrsern, A.B., Brooklyn, 1936; M.A., Columbia, 1937. The decline of 4 
cotton textile city: a study of New Bedford. 1944. Columbia. (Published as No. 50’ 
Columbia Studies in History, Economics, and Public Law.) 


National Economies 


Thesis in Preparation 


Mary Epna Lonican, A.B., Barnard, 1916; A.M., Columbia, 1927. The economic o- 
ganization of work in the United States. 1946. Columbia. 
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Economic Systems; Post-War Planning 


Theses in Preparation 


ALEXANDER Batrp. Economic background of the modern state. 1945. New York. 


R. E. Keowane, A.B., William Jewell, 1924; A.M., Californix, 1926. The attitude of the 
socialist parties toward international war, 1848-1914. 1944. Chicago. 


Statistics; Economic Mathematics; Accounting 


Degrees Conferred 
Jutio NaRcIso BERRETTONI, Ph.D., Minnesota, 1943. Theoretical and statistical cost curves, 
inclucing the derivation of statistical cost curves for a paper plant. 


WaLTER DuMMER FisHER, Ph.D., Chicago, 1943. The consumer demand for lemons in 
the United States. 

EverRETTE Nets Hone, Ph.D., Southern California, 1944. An analysis of the criticisms 
of a tentative statement of accounting principles affecting corporate reports. 

Josepo ANTHONY Maurigt1o, Ph.D., New York, 1944. Analysis of variations in standard 
costs, sales and profits. 

HERBERT ELMER MI ter, Ph.D., Minnesota, 1944. Accounting for surplus reserves. 


E.tis Mast SowELt, Ph.D., Texas, 1944. The evolution of the theories and techniques of 
standard costs, 


Thesis Completed and Accepted 


Wryrre_p Scott Briccs, B.S., Mississippi Agricultural and Mechanic, 1923; M.S., Columbia, 
1939. Devaluation and appreciation of fixed corporate plant from the standpoint of 
accounting. 1944, Columbia. 


Theses in Preparation 
KenneTH J. Arrow, B.S., College of the City of New York, 1940. Analysis of economic 
time series. 1945. Columbia. 


WittIAM HERBERT CHILDs, A.B., Morningside, 1927; A.M., Michigan, 1935. Consolidated 
financial statements. 1945. Columbia. 

Guy HENnpERsON Orcutt, B.A., Michigan, 1939; A.M., 1940. Statistical methods and 
tools for finding natural laws in the field of economics. 1944. Michigan. 

WasHincTon Sycip, B.S.C., University of Santo Tomas, Manila, 1939; M.S.C., 1940. 
Relationship between economic and accounting theory. 1946. Columbia. 


Rurus Wrxon, Jr., B.S.C., 1933; M.A., 1935. Accounting for transactions of corporations 
in their own capital stock. 1945. Michigan. 


Eimer RicHarp Youne, B.S., Utah, 1936; M.S., 1937. Distribution cost accounting. 1945. 
Columbia. 


Business Cycles and Fluctuations 


Degrees Conferred 


Hans Arnotp Apter, Ph.D., Harvard, 1944. Some effects of population changes on eco- 
nomic development and business cycles. 
Martin Vincent Jones, Ph.D., Chicago, 1944. Secular trends and idle resources. 


Dante, RuTLEDGE Vuntnc, Ph.D., Chicago, 1944. An inquiry into the regional variation 
of short-run business fluctuations. 


Thesis Completed and Accepted 
Frank Leroy Kipner, A.B., California, 1938. California business cycles. 1944. Columbia. 
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Theses in Preparation 

Loreto MARCELINO DominGueEz, Public Accountant, Univ. of Buenos Aires, 1938; M.B.A. 
Harvard, 1941; M.A., 1942. Business cycles in agricultural countries. Harvard. 
Aran L. Ritter, A.B., DePauw, 1935. A study of the flow of capital required to maintain 
the proper balance in our economic organization. 1945. Wisconsin. 
Harotp W. Sassé, B.S., New York, 1924; A.M., Columbia, 1928. Toward an understand. 
ing of business forecasting. 1946. Columbia. 
Davip ScHwartz, A.B., Columbia, 1936; A.M., California, 1941. Secular changes in Ameri- 
can business cycle history. 1946. Columbia. 
Witu1amM WALTER ToncvE, A.B., Dartmouth, 1937; M.C.S., Amos Tuck, 1938. Capital, 
money and the business cycle. 1944. Chicago. 


Public Finance; Fiscal Policy; Taxation 


Degrees Conferred 


NorRMAN Martin Pearson, Ph.D., Chicago, 1943. The budget in federal administrative 
management. 
WALTER Fritz Stettner, Ph.D., Harvard, 1944. Nineteenth century debt theories in 
Great Britain and Germany and their relevance for modern analysis. 


Thesis Completed and Accepted 

EpMuND ANTHONY NIGHTINGALE, B.B.A., Minnesota, 1933; M.A., 1936. Taxation in 

Great Britain: an economic analysis of British taxation with special reference to the 
organization and administration of the national tax system. 1944. Minnesota. 


Theses in Preparation 

Norris J. ANDERSON, M.A., Colorado, 1931. Land classification as an aid to assessment 
1946. Minnesota. 

WiittrAm Harry ANnperson, A.B., Wisconsin, 1928; LL.B., 1938. A modernization of 
federal estate and gift taxes. 1945. Wisconsin. 

Martin Attias, A.B., New York, 1934; A.M., Columbia, 1935. Collection of income 
tax at source. 1945. Columbia. 

Rospert Mitts Crark, B.Com., British Columbia, 1941; A.B., 1942; A.M., Harvard, 1944 
The development and significance of the personal income tax in Canada from confedera- 
tion to the present time. 1945. Harvard. 

SHERWOOD M. Fine, A.B., New York, 1936; A.M., Columbia, 1937. Public spending and 
post-war economic policy. 1944. Columbia. (Published by Columbia University Press. 

Lyte C. Fitcu, B.S., Nebraska State Teachers College, 1935; A.M., Nebraska, 1938. War 
finance and government debt. 1945. Columbia. 

Marion Hamitton Griim, A.B., Mt. Holyoke, 1930; A.M., Columbia, 1938. The inci- 
dence of excess profits taxation. 1944. Columbia. (Published as No. 514 in Columbia 
Studies in History, Economics and Public Law.) 

RicHarp BenyjAMIN Goope, A.B., Kentucky, 1937; A.M., 1939. The corporate institution 
and the tax problem. Wisconsin. 

Ciara Grey, A.B., Mt. Holyoke, 1936. The remission of consumption taxes during 4 
cyclical depression. 1946. Columbia. 

FRANKLIN P. Hatt, A.B., Oregon, 1929. Indiana gross income tax. 1944. Wisconsin 

Louis Hatpern, B.S., College of the City of New York, 1941; A.M., New York, 19 
British war finance, 1939-1944: a comparative analysis. 1945. New York. 

Guy R. Hm, A.B., Drury, 1927. Public utility taxation in New York State. New York 

Byron LinpBerc Jounson, S.B., Iowa State, 1940; Ph.M., Wisconsin, 1942. Federal aids 
to the states. 1945. Wisconsin. 
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Georce E. Lent, A.B., Rensselaer Polytechnic, 1934; M.B.A., 1935. Wartime borrowing 
methods. 1946. Columbia. 

Jutrus CARL PornpexTeRr, B.S., Virginia, 1933; M.A., 1941. Proposals for interest free 
deficit financing. 1944. Virginia. 

Ropert ALvin Rennie, A.B., Wesleyan, 1939; A.M., Harvard, 1942. Federal provincial 
aspects of the Argentine fiscal policy. Harvard. 

lonn ARCHIBALD Stover, A.B., McGill, 1940; A.M., 1941; A-M., Harvard, 1943. War finance. 

Harvard. 

JaneT RAcOLIN SUNDELSON, B.S., New College, Columbia, 1936; M.A., 1938. Ownership 

" of public debt. 1945. Columbia. 

AnpreEw M. Tutty, A.B., Manhattan, 1940; A.M., Columbia, 1941. The tax credit and 
fiscal control in the United States. 1946. Columbia. 

FranK RoBEeRT VARON, B.S., Columbia, 1943; M.S., 1944. Feasibility of using taxation to 
control cyclical fluctuations. 1946. Columbia. © 

Wmuam Newton Watson, B.Sc., Alberta, 1933; A.B., 1937. The federal estate tax of 
the United States. 1945. Columbia. 

Jomn FREDERICK Weston, M.B.A., Chicago, 1942. The meaning and measurement of 
excess profits. 1944. Chicggo. 
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Money and Banking; Short-Term Credit 


Degrees Conferred 


WatteR BERKELEY MeErcs, Ph.D., Southern California, 1944. The supervision of non- 
member state banks by the Federal Deposit Insurance Corporation. 


Henry CHRISTOPHER WALLIcH, Ph.D., Harvard, 1944. Cuban monetary experience, 1914- 


Theses Completed and Accepted 


Rev. EpwArRp JoHN Burns, O.S.A., A.B., Villanova, 1937; A.M., Catholic, 1941. Com- 
mercial banking in Philadelphia, 1915-1941. 1944. Catholic. 


Rey. Brian A. Kirn, O.F.M., A.B., St. Joseph’s, 1935; A.M., Catholic, 1941. Annual reports 


ncome of commercial banks. 1944. Catholic. 

PauL ANTHONY VoLPE, A.B., British Columbia, 1939; A.M., Catholic, 1942. The inter- 
1044 national monetary and banking crisis of 1931. 1944. Catholic. 
edera- 

Theses in Preparation 
g and WiuaM ALFRED BenTIeN, A.B., Wisconsin, 1926. An analysis of the government’s easy 
Press. money policy and its economic effects. 1945. New York. 
. War Joun Epwarp Exeter, A.B., Wooster, 1932; A.M., Fletcher School, 1934. Currency warfare 
in China since 1937. Harvard. 

oo Westey Currrorp Haratpson, B.A., Jamestown, 1935: M.A., Iowa, 1940. Changes in the 
umb 


banking structure of New York City and its relative position of a banking center from 
1929 to 1943. 1945. Minnesota. 


joserx E. Lortus, A.B., Notre Dame, 1937. Bank capital ratio regulation. Johns Hopkins. 
ALex Loverpos, Dr. of Political Studies, Athens, 1935. Imperfections in money markets, 
local and international. 1946. Columbia. 

Bernvarp NorTMAN, B.S.S., College of the City of New York, 1934; A.M., Columbia, 
1935. Interest rates. 1945. Columbia. 


itution 


1942 Francisco R. Saenz, B.S., Columbia, 1942. Monetary policy and exchange stabilization. 
1945, Columbia. 
York fur SHAPIRO, A.B., Brooklyn, 1936; A.M., Columbia, 1937. Credit union movement in 
al aids Wisconsin, a statistical study. 1946. Columbia. 
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Kennetu M. Spano, A.B., Dartmouth, 1933; A.M., Columbia, 1936. Money as a stor 
of value. 1946. Columbia. 

Nian-Tzu Wane, A.B., Columbia, 1941; A.M., Harvard, 1943. Industrialization, money 
expansion and inflation. 1944. Harvard. 


International Trade, Finance, and Economic Policy 


Degree Conferred 
Grorce Moore Ser, Ph.D., Chicago, 1943. Foreign relations of Albania. 


Theses in Preparation 

Joun S. ve Beers, A.B., Cornell, 1937; A.M., American, 1939. Commercial relations 
between Germany and the United Kingdom, 1930-1939. 1944. Chicago. 

ANNABELLE G. CorricANn, B.S., New York, 1932; A.M., Columbia, 1933. History of 
French foreign lending, 1918-1938. 1945. Columbia. 

C. Smwney Co1tie, B.A., Whitman College, 1931; M.B.A., Stanford University, 193 
Tariff-making under the trade agreements act. 1945. American. 

NicHoLas MICHAEL PETRUZZELLI, A.B., Portland, 1937; A.M., Catholic, 1939. Some techzi- 
cal aspects of foreign trade statistics with special reference to valuation. 1945. Catholic 

Jos—epH RANDALL BurcHarD, Jr., A.B., Southeast Missouri State Teachers, 1940. Foreign 
policy of the British labor party since 1933. 1944. Chicago. 

HERMAN BuksTEIN, B.S., Ohio, 1940; A.M., Oberlin, 1941. Economics of Pan American 
solidarity. 1945. New York. 
Sercer PavitovicH Dosrovorsky, Dip. Harbin, 1930. Foreign exchange control as a factor 
determining general levels of prices and volume of foreign trade. 1946. Columbia. 
ARTHUR LOWELL KirKPaATRIcK, A.B., Illinois, 1935; A.M., 1937. Clearing agreements in 
international trade. 1945. Brown. 

Joserine KiucxAur, Dr. of Civil Law, Prague, 1925. The match trust. 1946. Columbia 

Water Kiucxaur, Dr. of Civil Law, Prague, 1927. The international sugar cartel. 1946 
Columbia. 

RICHARD SABOURIN LaNnprRY, A.B., Amherst, 1938; A.M., Chicago, 1941. Unfair competition 
in foreign trade. 1944. Chicago. 
Jack LeticHe, A.B., McGill, 1940; A.M., 1941. Foreign exchange control in postwar 
monetary stabilization; imperfect competition in international trade. 1944. Chicago. 
Yves Ropert Maront, University of Paris, 1938; A.M., Virginia, 1941; A.M., Harvard 
1943. International trade under monopolistic competition. 1945. Harvard. 

Leonarp Grorce Martuy, A.B., Illinois, 1941; M.A., 1943. South American industrial 
realities and the Good-Neighbor policy. 1944. /llinois. 

WILLIAM BRAMAN PALMER, A.B., Michigan, 1929; A.M., 1930. Studies in the theory o! 
foreign exchange rates. 1944. Michigan. 

WALTER RicHArDson Peasopy, A.B., Amherst, 1918. An index of the physical volume of 
foreign trade. New York. 

Lapistas Retrzer, D. Juris., Royai Hungarian University, Budapest, 1936; D. of Pol. Sa 
University of Geneva (Swit.), 1938. Early relations between Great Britain and Argentina 


Wr 


1944. Chicago. 

Eucene You-Cut Soonc, A.B., St. John’s 1937; M.B.A., New York, 1942; A.M., Har ; 
vard, 1944. The international monetary plans. 1944. Harvard. 

STantey Szu-Yee Tsou, B.S., California, 1943. The tea import trade of the United Stats Ind 
1945. Harvard. 

Secu-CHau Wonce, B.S.C., National Chi-nan University; A.B., Michigan, 1941. Chim 


as an outlet for American capital. 1946. New York. 


X 

On 

M 

Hs 

on 
A 
TAX 
\ 

Ta 

4 

fy 
Ri 


lations 
ory of 

1934 
techri- 
itholic 


‘oreign 


nerican 


1944] LIST OF DOCTORAL DISSERTATIONS 699 


Business Finance; Insurance; Investments; Securities Markets 
Degrees Conferred 

Donatp J. Emsten, Ph.D., Columbia, 1944. Competitive bidding for corporate issues. 
(Published privately.) 

ArperT H. Marvitr, Ph.D., New York, 1944. Priorities in corporate reorganization. 

McConavucny, Ph.D., Chicago, 1943. Dollar bonds of South American 
governments, 1919-30, 

Cart Leroy Nexson, Ph.D., Minnesota, 1944. Financing of capital formation by electric 
utilities, 1927-1938. 

Theses in Preparation 

Ona BreLocurskAs, Licenciée en Droit et en Sciences Economiques, Strasbourg, 1937; 
Diplémée d’Etudes Supérieures Economiques, Paris, 1940. The business corporation in 
France. Johns Hopkins. 


Marx S. Masser, B.S., New York, 1930; A.M., 1933. Business reserves for post-war 
survival. 1945. Columbia. 


Harvey J. SarLes, A.B., Hamilton, 1930; A.M., Columbia, 1934. Life insurance companies’ 
investments and bonds. 1946. Columbia. 


Public Control of Business; Public Administration; 
National Defense and War 


Degree Conferred 


Hans JANSSEN, Ph.D., Pennsylvania State College, 1942. Governmental price policies 
in the Third Reich. 


Thesis Completed and Accepted 


WrtttaM NIELANDER, B.S., Pittsburgh, 1930; M.S., Columbia, 1931. Wartime food ra- 
tioning. 1944. Columbia. 


Theses in Preparation 

Gustav Drews, LL.B., Brooklyn Law College, 1917; J.D., 1932; B.S., New York, 1930; 
A.M., 1941. The position of the patent right in a national economy. 1945. New York. 

James LENNon DurFry, S.J., A.B., Boston College, 1925; S.T.L., Weston College, 1932; 
M.A., Clark, 1941, Antitrust procedure under Thurman Arnold. 1945. Clark. 

Leo FisHMAN, A.B., New York, 1937; A.M., 1938. British wartime controls of selected 
non-ferrous metals, 1939-1941. 1945. New York. 

James M. Gwin, B.S., Connecticut State College, 1931; M.A., American, 1941. An eco- 
nomic analysis of the methods used by the United States Army in securing and distribut- 
ing its perishable food. American. 

SamuEL Lurié, Ingénieur Chimiste, Université de Gand (Ghent, Belgium), 1927; A.M., 
Columbia, 1941. Private investment and government economic controls in Germany, 
1933-1939. 1945. Columbia. 

Ome W. Puetps, A.B., Chicago, 1937; M.B.A., 1939. A case study in public personnel 
administration. 1944. Chicago. 

Frank HaTHAway Towstey, A.B., Tufts, 1913; LL.B., George Washington, 1919; LL.B., 


Columbia Law School, 1920. The court as a codrdinate part of the regulative process. 
1945. Columbia. 


Industrial Organization; Price and Production Policies; Business Methods 
Degrees Conferred 


Anpreas Grorce PAPANDREOU, Ph. D., Harvard, 1943. The location and scope of the 
enterpreneural function: with particular emphasis on corporate developments. 


Store 
money 
umbia 
= 
arval 
austria : 
a 
5 


700 THE AMERICAN ECONOMIC REVIEW | SEPTEMBER 


CHartes A. WetsH, Ph.D., New York, 1944. The world dyestuffs industry: a study in the 
inter-relationships of technology, industrial organization, and national economic policies, 


Theses in Preparation 


Giapys E. Bras, A.B., Hunter, 1936; A.M., Columbia, 1943. The changing legal concept 
of price discrimination. 1945. Columbia. 
Ropert Henry SEALE Eaxens, A.B., Texas, 1933; A.M., 1937. Price determination in the 
petroleum industry. 1945. Columbia. 
GeorcE J. Esernart, B.S., Indiana, 1926; M.S., 1934. Regional analysis of mortality among 
smaller business enterprises. 1945. Ohio State. 
Dorsey Forrest, B.S., Northwestern, 1933; M.B.A., Southern California, 1940. Ap 
analysis of manufacturer and wholesaler aids to retail advertisers. 1945. Ohio State. 
Watter Evans Hoaptey, Jr., A.B., California, 1938; M.A., 1940. Pricing and competition 
in the marketing of petroleum products: a comparison of the midwest and Pacific Coast 
areas. 1945. California. 
Harry ArtHuR Hopr, B.C.S., New York, 1906; M.B.S., 1914; M.B.A., 1924. Relation of 
size of business enterprises to managerial accomplishment. 1944. Columbia. 
Ruts Arpett Inocuis, A.B., Stanford, 1935; M.A., 1937. The Hayes Office as an institu. 
tion of social control. 1946. Bryn Mawr. 
Leonarp Kamsky, B.S., Richmond, 1939. Economic control in the motion picture industry; 
Johns Hopkins. 
L. K. Mannwart, B.S., Bowling Green State College, 1929; M.A., Ohio State, 1936. Retail 
credit management case studies. 1945. Ohio State. 
CHARLOTTE FELDMAN Mutter, A.B., Vassar, 1941; A.M., Columbia 1942. Analysis oj 
monopoly practices in light metals industry. 1945. Columbia. 
SAMUEL NaKASsIAN, A.B., New York, 1940; A.M., Columbia, 1941. The New York mili 
industry—a study in market organization and price control. 1946. Columbia. 
MELviILLe J. Urmer, B.S., New York, 1937; M.A., 1938. Free enterprise and price con 
trol. 1945. Columbia. 
CHANGNI Younc, B.C.S., Shanghai, 1941; A.M., Michigan, 1943; A.M., Harvard, 1944 
The American glass container industry: its implications in regard to the patent systex 
1945. Harvard. 


Marketing; Domestic Trade 


Degrees Conferred 

Wenzit Kermit Dotva, D.C.S., New York, 1944. Sales training methods. 

May Bete Frynn, D.C.S., New York, 1944. The development of business papers in th 
United States. 

Hapary, Ph.D., Wisconsin, 1944. The relationship between chocolate milk an‘ 
total fluid milk consumption. 

Cuartes Davin Hyson, Ph.D., Harvard, 1943. A monograph on the marketing in th 
cranberry industry. 

Cyr O’Donnett, Ph.D., Chicago, 1944. Recent trends in the consumption of text 
fibers, with special reference to cotton. 

Davin ALLEN Revzan, Ph.D., Chicago, 1943. The wholesale price structure for orange 
with special reference to the Chicago auction market. 

Grecory Wags, Ph.D., Northwestern, 1944. The Kansas City fruit and vegetabé 
market. 

Theses in Preparation 


James Few, B.S., Ohio State, 1932; M.B.A., 1935. The Negro in retailing. 1945. Ohio St 
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“in the Rowatp C. CALLANDER, B.S., New York, 1933; M.B.A., Texas, 1936. Historical develop- 

rolicies. ment and analysis of risks in hedging cotton. 1945. American. 

Grecory Burton Woop, S.B., Oregon, 1939; S.M., Oregon State, 1940. The marketing of 
eggs in Wisconsin. 1945. Wisconsin. 

roncept Wives Fuyner, S.B., Wisconsin, 1934; S.M., 1935. The dry skim milk industry and mar- 

keting agreement. Wisconsin. 


Mining; Manufacturing; Construction 


Theses in Preparation 

40. An L. Grecory Hines, B.A., Kansas, 1938; M.A., Minnesota, 1942. The economics of the 
Great Lakes iron ore industry. 1945. Minnesota. 

petiitio Morrts Forxoscu, LL.B., St. John’s 1930; LL.M., 1932; A.B., New York, 1936; A.M., 
c Coast 1938. The liquor industry. New York. 

jzorcE Mervyn Kuerner, A.B., McGill, 1936; A.M., 1937. Construction in the Fifth 
Federal Reserve District. 1945. Wisconsin. 

jzorceE Rosert Terry, Ph.D., Northwestern, 1943. The behavior of refiners’ prices for 
selected refined petroleum products for the years 1931-1940, inclusive. 


ition of 
instite- 


idustr) Transportation; Communication; Public Utilities 
Degrees Conferred 
Rosert Henry Grecory, Ph.D., Texas, 1944. Municipally-owned electric utilities in Texas. 
RecIvaLD VyvYAN Hossan, Ph.D., Chicago, 1944. Railroad transit privileges. (Published 
in the Journal of Business, Studies in Business Administration, Vol. XIV, No. 3.) 
Epwarp JoseEPH PETEerson, Ph.D., Minnesota, 1944. The flow of money and services in 
the railway industry. 
Ropert OAKForp Simpson, Ph.D., Minnesota, 1943. Monopoly flowing techniques, 
costs, prices, and market structure in the telephone industry. 


. Retail 
lysis of 
rk milk 
ice con- 


d, 1944 
system 


Theses in Preparation 

RarMonp C. Detn, B.S., Nebraska, 1930; M.A., 1935. Intangibles in relation to the rate 
base in public utilities. 1944. Minnesota. 

Mrereitt Devoe, B.A., Ohio Northern, 1937; M.B.A., Northwestern, 1938. An evaluation 
of the smaller radio station as an economic and social institution. 1945. Ohio State. 

Epwarp Fatcx, A.B., Columbia, 1930; B.S., 1931; M.S., 1932. Power allocation during 
the war. Columbia. 

SamuEL S. Hixr, Jr., B.A., Yale, 1923; M.B.A., New York, 1939. Cost finding in transport 
regulation. 1946. American. 

Taropore H. Horrman, B.S., Dayton; M.A., American, 1938. History of the development 
of railroads in Colombia. 1945. American. 

-Eartes V. Kuyter, A.B., Arizona, 1931; S.M., Northwestern, 1937. The effects of the 
dusiness cycle on the newspaper publishing industry. 1944. Chicago. 

James Garnett Lyne, A.B., Kansas, 1920. Some aspects of the impact of the war on 
U.S. railroads. 1945. New York. 

Dantet Marx, Jr., A.B., Dartmouth, 1929. United States Maritime Commission, 1936-40. 
1945. California. 

EO. an> L. MintHorne, A.B., Southern California, 1919; M.A., Columbia, 1922. The 
‘ater-American highway—its economic aspects. 1945. Columbia. 

“Owin R. Tuere, A.B., Emmanuel Missionary, 1918; A.M., Chicago, 1937. Land trans- 
portation in ancient Mesopotamia. 1944. Chicago. 
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Agriculture; Forestry; Fisheries 
Degrees Conferred 
Frep Huco Sanperson, Ph.D., Harvard, 1943. Methods of crop forecasting. (To bk 
published in the Harvard Economic Studies, Harvard University Press.) 
FRANK JAMeEs WELCH, Ph.D., Wisconsin, 1943. The plantation economy as it relates to 
land tenure in Mississippi. 


Joun W. Wuire, Ph.D., Minnesota, 1943. Economic possibilities of changes in enterprig 
combinations on plantations in the lower Arkansas River delta. 


Theses Completed and Accepted 
Wir1aM Lioyp Grsson, Jr., B.S., Virginia Polytechnic Institute, 1933; M.S., 1934. An 
economic land classification of Halifax County, Virginia. 1944. Virginia. 
Davip Wooprow Parvin, B.S., Mississippi State College, 1938; M.S., 1941. Livestock 
auction markets in Mississippi. 1944. Virginia. 


Theses in Preparation 

J. Luter Atxrinson, M.S., Texas Agricultural and Mechanic, 1936. Effect of marketing 
weight upon marginal feed costs of pork and lard production. 1944. Jowa State. 

, RALEIGH BarLowe, S.B., Utah State Agricultural College, 1936; A.M., American, 1939 
An institutional and community approach to the study of land tenure with particular 
application to tenure performance in Marion and Jefferson counties, Mississippi. 1945 
Wisconsin. 

OswaLp Harvey Brown ee, B.S., Montana State, 1938; M.S., Wisconsin, 1939. Production 
and income effects of agricultural subsidies. 1944. lowa State. 

PEI-KANG CHANG, B.L., National Wu-Hau Univ., 1934; A.M., Harvard, 1944. Some 
problems about the coérdination of agriculture and industry. 1945. Harvard. 

WEsLEy S.B., California, 1937; M.S., Montana State, 1938; MPA, 
Harvard, 1942. Supplementary food distribution programs in the United States, 1944 
Harvard. 

WALTER P. Cotton, B.S.A., Tennessee, 1932; M.S., 1933. A study of subsidies to agr- 
culture provided by governmental credit agencies. 1945. Minnesota. 

WiLtiAM ALLEN Duenrr, S.B., Iowa State, 1934; S.M., Minnesota, 1939; A.M., Harvard 
1941. A program of research in the economics of forestry for the Appalachian region 
Harvard. 

GERALD ENCELMAN, B.S., Iowa, 1937. Problems involved in the sale of slaughter livestock 
on the basis of carcass weight and grade. 1946. Minnesota. 

Percy Love Guyton, B.S., Mississippi State, 1927; M.B.A., Northwestern, 1932. A his 
tory of federal aid to agriculture. 1945. Duke. 

Harotp GRAHAM HAtcrow, B.S., North Dakota Agricultural, 1937; M.S., Montana State, 
1938. The demand for beef in the United States. 1944. Chicago. 

HarLtow W. Hatvorson, B.S., Minnesota, 1938; M.S., 1940. A study of agricultural incom 
and its relation to national income. 1946. Minnesota. 

Frances CorNWALL Hutner, A.B., Middlebury, 1940; A.M., Columbia, 1943. Vermost 
farm organization. 1945. Columbia. Al 

Puittre Evcene Jones, S.B., Tennessee, 1938; M.S., Louisiana State, 1940; AM , Har 
vard, 1942. Needed adjustments in the cotton economy of southeastern United St2% 
1945. Harvard, 

DonaLtp RxHopes Kapor, B.S., North Dakota Agricultural College, 1938. An econom 
study of “low-income” in Iowa agriculture. Jowa State. 

James Witty Knowtis, B.S.S., College of the City of New York, 1936; A.M., Columba, 
1939. Economic criteria in the design and evaluation of farm policy, 1945. Columds 
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Frank Mriuer, M.S., Nebraska, 1937. Analysis of the use and experiences with agricultural 
credit in representative Nebraska counties. 1945. Minnesota. 

RicHarD LAwRENCE Day Morse, B.A., Wisconsin, 1938. Egg grading and consumers’ 
preference with special reference to Iowa egg marketing. Jowa State. 

ArtHuR THEopoRE MosuHer, S.B., Illinois, 1932; M.S., 1941. The place of the central 
Indo-Gangetic Plain in world agriculture. 1944. Chicago. 

Kai, SALEH RepA, S.B., California, 1941; M.S., Wisconsin, 1942; A.M., Harvard, 1944. 
Food and nutrition of the people of Egypt. 1945. Harvard. 

Morcan CotumBus’ Rocuester, S.B., Clemson College, 1931; S.M., Florida, 1933. Tenant 
relationships in the sharecropper system in South Carolina. 1945. Wisconsin. 

Leonarp A. SALTER, M.A., Connecticut, 1935. A critical examination of research in land 
economics. 1945. Minnesota. 

Soromon SINCLAIR, B.S.A., Saskatchewan, 1932; M.S., 1937. The réle of subsidies in 
farm credit. 1946. Minnesota. 

Joun Francis Timmons, S.B., Missouri, 1937; A.M., 1938. Economic and social aspects 
of the devaluation of agricultural land through inheritance, gift and will. 1944. Wis- 
consin. 

Haotey VAN Vuret, B.S.A., Saskatchewan, 1934; S.M., 1936. An analysis of agricultural 
land tenure in Saskatchewan. 1945. Wisconsin. 

Euiot Otro WapLes, A.B., Iowa, 1938. The history of farm ownership in a low tenancy 
area of eastern Wisconsin. 1945. Wisconsin. 


Economic Geography; Regional Planning; Urban Land; Housing 


Degrees Conferred 


Dean WILLIAM BLACKBURN, Ph.D., Wisconsin, 1943. Some concepts of regionalism and 
their application to Arkansas, 


Thesis Completed and Accepted 


Miarp Faucut, A.B., Columbia, 1938; M.S., 1939. The problems of a resort community— 
a socio-economic study of Falmouth, Massachusetts. 1944. Columbia. 


Theses in Preparation 

CLAYTON EL ts, B.S., Mississippi State College, 1941; M.A., Virginia, 1942. Missis- 

: economic and social. 1944. Virginia. 

Sort Keyes, A.B., Pennsylvania State College, 1932; A.M., 1933. A study of urban 
redevelopment as related to theories of city structure. 1945. Wisconsin. 

Watter Krause, A.B., Oregon, 1942; A.M., Oregon, 1943; A.M., Harvard, 1944. The 
interregional economic position of the New England area. 1945. Harvard. 

VILLIAM Frrperick Mussaca, S.B., College of William and Mary, 1935. A critique of 
land classification theory and practice. 1945. Wisconsin. 

Pump Martin Raup, A.B., Kansas, 1939; A.M., Wisconsin, 1942. Public land manage- 
ment in the United States. Wisconsin. 

Atrrep G. Smirn, Jr., A.B., Columbia, 1934; A.M., 1939. Some aspects of location theory, 
with special reference to the southeastern states. 1945. Columbia. 


Labor and Industrial Relations 


Degrees Conferred 


Gwenpotyn Stacer Crawrorp, Ph.D., Virginia, 1944. The wage policies of the War 
Labor Board. 
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Joun Bernarp Hocc, Ph.D., Chicago, 1943. The Homestead Steel strike of 1892. 

RicHarp Morecrart Kirsy, Ph.D., Harvard, 1943. The wage policy of the United Mine 
Workers. 

HELEN BoypEN LAmMs (Mars.), Ph.D., Radcliffe, 1943. Industrial relations in the Westem 
lettuce industry. 

Epmunp L. G. Zattnsk1, Ph.D., New York, 1944. Job analysis and evaluation. 


Theses Completed and Accepted 
Rev. Georce Grrmary Hiccrns, A.B., St. Mary’s of the Lake, 1938; A.M., Catholic, 1942 
Voluntarism in organized labor in the United States, 1930-1940. 1944. Catholic. 
Hersert JAy Lanne, B.B.A., College of the City of New York; M.A., Columbia, 1937 
The cotton mill worker in the 20th century. 1944. Columbia. 


Theses in Preparation 

Danret J. AneEARN, A.B., Fordham, 1930; J.S.D., New York, 1934. The wages of farm 
laborers and factory laborers, 1914-1939. 1945. Columbia. 

Rosert J. ALEXANDER, A.B., Columbia, 1940; A.M., 1941. The labor and socialist move- 
ments of Latin America. 1946. Columbia. 

GerHarp Bry. History of German wages, 1945. Columbia. 

RoLanp Gipson, A.B., Dartmouth, 1935. A comparison of cotton textile wages in Great 
Britain and the United States, 1860-1938. 1945. Columbia. 

ABRAHAM Louis Gititow, A.B., Pennsylvania, 1939; A.M., Columbia, 1940. Labor relations 
in the power laundry industry. 1946. Columbia. 

Son1A STEINMAN Go tp, A.B., Hunter, 1938. The process of readjustment after World War], 
with special emphasis on shifts in the labor market. 1945. Columbia. 

W. Grirritus, A.B., Worcester, 1928; B.D., Union Theological Seminary, 1931; AM 
Wisconsin, 1939. The relation of the American churches to organized labor, 1877-% 
1944. Chicago. 

GERTRUDE Guyton, A.B., Colorado State College of Education, 1940. Variations in em 
ployment: a study of individual firms. Johns Hopkins. 

HERBERT GERHARD HENEMAN, Jr., B.B.A., Minnesota, 1938; M.A., 1943. Use of sampling 
in labor market statistics. 1946. Minnesota. 

Rev. CHARLES Epwarp Hocan, A.B., St. Mary’s, 1930. Collective bargaining in steel. 1945 
Catholic. 

Tomas Extrrep Hocan, A.B., Washington, 1938; A.M., 1940. Wage stabilization under 
the War Labor Board. 1945. Wisconsin. 

Kia Hsteu, A.B., National Tsing Hua University, 1934; A.M., Columbia, 1943. The prob- 
lem of wage protection in China. 1945. Columbia. 

Joun E. Jevcx, A.B., Chicago, 1937; M.B.A., 1938. The labor market and department 
store personnel. 1944. Chicago. 

Van Dusen KENNEDY, A.B., Swarthmore, 1935. Union policy and incentive wage meas- 
ures. 1944. Columbia. (Published as No. 513 in the Columbia Studies in History, Eco- 
nomics, and Public Law.) 

JoserH KersHaw, A.B., Princeton, 1935; A.M., New York, 1938. Settlement of American 
railroad disputes since 1926. 1946. Columbia. 

BEVERLY KRITZMAN KILLINGSWwoRTH (Mrs.), B.S., Simmons College, 1942. State regula 
tion of trade union activities, 1937-1943. 1946. Johns Hopkins. 

CHARLES CLINTON KILLINGSWorRTH, A.B., Southwest Missouri State Teachers College, 1938 
A.M., Oklahoma Agricultural and Mechanical College, 1939. State labor relations leg 
lation. 1944, Wisconsin. 


l 

L 

B 
A 

A 

> 
R 

W 
A 


1942 


» 1937 


f farm 


move- 


Great 


elations 


War |, 


377-96 
in em 
umpling 


1945 


1 under 


prob- 
artment 


meas 
y, Eco- 


merican 
regula- 


1938 


1s legis 


1944] LIST OF DOCTORAL DISSERTATIONS 705 


WitutAM Henry Kwowtes, S.B., Iowa State, 1940; Ph.M., Wisconsin, 1942. Recent 
phases in scientific management and labor. Wisconsin. 

LesTER HERMAN LeEtSER, Ph.B., Chicago, 1928; M.A., Teachers College, Columbia, 1932. 
Teachers’ wages and standards of living in the U.S. 1945. Columbia. 

Jacos Lort, B.S., College of the City of New York, 1937; A.M., Columbia, 1938. Twen- 
tieth century printing labor. 1944. Columbia. (Published by Farrar and Rinehart.) 

Jesse MARKHAM, A.B., Richmond, 1941. North-South wage differentials in manufacturing 
industries. Johns Hopkins. 

Rev. JAMEs JosEpH McGrn ey, A.B., Woodstock (George Washington University, Balti- 
more), 1933; A.M., 1934; A.M., Fordham, 1937. The labor problem in the transit 
system of the City of New York. 1945. Columbia. 

BarBARA ANNA JARZEMBOWSKI MitTcHELL, A.M., Columbia 1941. International labor 
standards in Poland. 1946. Columbia. 

AureLIUS Morcner, B.S., Missouri, 1938; M.A., 1940. Government intervention in the 
labor market. 1946. Minnesota. 

A. J. Penz, B.S., Fenn College, 1933; M.A., Western Reserve, 1936; M.B.A., Northwestern, 
1942. Budgetary control in personnel management. 1945. Ohio State. 

HoLtis FREEMAN Price, A.B., Amherst, 1927; A.M., Columbia, 1933. Negro factory labor 
in Memphis. 1946. Columbia. 

SHou-CHANG Pu, A.B., Michigan, 1942; A.M., Harvard, 1944. Comparative labor policies 
of Great Britain, United States, Australia, South Africa, and Russia. 1945. Harvard. 
Harotp S. Rosperts, B.S.S., College of the City of New York, 1934; M.A., Columbia, 

1938. The rubber workers. 1944. Columbia. (Published by Farrar and Rinehart.) 

Maz Katzen Satzer, A.B., Brooklyn, 1934; A.M., Columbia, 1935. The hours question. 
1945. Columbia. 

{rire Sayin, A.B., American College for Girls, Istanbul, 1936; M.A., Brown, 1939. Home 
workers under state and federal law in Pennsylvania. 1945. Bryn Mawr. 

Mary ScuHutte, O.S.F., A.B., College of Saint Teresa, 1931; A.M., 
Catholic, 1940. Wage theories in the Fair Labor Standards act. 1945. Catholic. 

Harry ScHwArtz, A.B., Columbia, 1940; A.M., 1941. Agricultural labor in the twentieth 
century. 1946. Columbia. 

Myrna SrecenporF, A.B., New Jersey College for Women, 1939; A.M., Wisconsin, 1940. 
The Montgomery-Ward cases before the National War Labor Board. 1945. Wisconsin. 

David KENNETH SpreceL, B.S., New York, 1939; A.M., 1940. The administration of mini- 
mum wage legislation. 1945. New York. 

Ben SoLomon STEPHANSKY, A.B., Wisconsin, 1939; A.M., 1942. The history of the Na- 
tional War Labor Board. 1945. Wisconsin. 

Marie Strouver, A.B., Brooklyn, 1935; A.M., Columbia, 1936. Labor relations in the milk 
distribution industry. 1946. Columbia. 

W. J. Vmtaume. An analysis of the official pronouncements of representative protestant 
church bodies from 1900 to 1945, with regard to labor problems in the United States, 
together with a study of their relationship to the life and theology of the churches and 
to social and economic changes. Hartford Seminary Foundation. 

Leo Wertz, B.S.S., College of the City of New York, 1928; A.M., Teachers College, 
Columbia, 1932. The réle of the intellectuals in the American labor movement (1865-1944). 
1946. Columbia. 


ARTHUR MurrAy WHITEHILL, Jr., B.S., Virginia, 1942; M.A., 1944. Wage incentives and 
production potential. 1945. Virginia. 

Viota Wycxorr, B.S., New York, 1930; A.M., 1933. Public works wage rates and some 
of their economic effects. 1945. Columbia. 


1 Mine 
Jestern | 
4 


THE AMERICAN ECONOMIC REVIEW | SEPTEMBER 


Social Insurance; Relief; Pensions; Public Welfare 
Theses in Preparation 


Sopnie T. Campria, A.B., Barnard, 1937; M.A., Bryn Mawr, 1938. Vocational adjustment | 


of youth in Philadelphia. 1945. Bryn Mawr. 


HENRIETTA LieBMAN CREAMER, A.B., Cornell, 1932; A.M., Columbia, 1933. Relief and” 


changes in national income. 1945. Columbia. 
Mary Hurr Diccs, A.B., Minnesota, 1932; A.M., Fisk, 1933. A study of delinquency among 
Negro boys in Philadelphia. 1945. Bryn Mawr. 


Louis Horrer, A.B., College of the City of New York, 1930: A.M., Columbia, 1932 — 
Unemployment compensation and variations in employment in New York State. New York, 


Tweovore R. B.S., Indiana, 1928; M.S., Illinois, 1931. The administration of 7 


employment insurance in Nebraska and some economic implications. 1945. Nebraska, 
Heren S. Martz, B.A., Pennsylvania, 1938; M.S.W., Pennsylvania School of Social Work, 
1939. A study of county boards of public assistance in Pennsylvania. 1946. Bryn Mawr, 
ArTHuR HAttaM Reepe, A.B., Pennsylvania State College, 1931; A.M., 1932. Adequacy 
of workmen’s compensation. 1946. Columbia. 
REGINALD CHARLES STEWART SHEPPARD, A.B., University of Wales, 1939; M.B.A., New 
York, 1940. The depressed areas of South Wales. 1946. Columbia. 


Consumption; Income Distribution; Codperation 


Degrees Conferred 


James E. Ducan, Ph.D., Minnesota, 1943. Some factors affecting the demand for housing— 
with particular reference to the data provided by the Minnesota income study. 


Horace Hanson WasHsurn, Ph.D., Wisconsin, 1944. Codperative credit for the consumer. 


Dean Amory Worcester, Ph.D., Minnesota, 1943. An analysis of consumer demand with 


special reference to high levels of national income. 


Theses in Preparation 


GERTRUD Berta Greic, B.S., New York, 1931; A.M., Bryn Mawr, 1933. A study of con- 
sumer choice. 1945. Columbia. 


Joun Hope, II, A.B., Morehouse, 1930; A.M., Brown, 1932. Credit problems of low | 


income groups. 1944. Chicago. 


Craupe Matcotm Issister, A.B., Manitoba, 1934; A.M., Harvard, 1942. Patterns of con 


sumer expenditure in Canada. 1944. Harvard. 

Sipney M. Lerner, A.B., Wisconsin, 1936; A.M., 1938. Geographic distribution of income 
in Wisconsin. 1945. Wisconsin. 

ALBERT EpMunp Wavcu, B.S., Massachusetts Agricultural College, 1924; M.S., Connecti- 
cut Agricultural College, 1926. Problems in measuring inequality in the distribution of 
personal incomes. 1944. Chicago. 


Population; Migration; Vital Statistics 
Degrees Conferred 


SrrpaTr CHANDRASEKHAR, Ph.D., New York, 1944. The population problem in India. 


Josepx Henry Finnecan, Ph.D., New York, 1944. The estimation of the intercensd 
population of certain areas on the basis of the number of deaths occurring therein. 


Theses in Preparation 
Frances Wiison Griese, B.S., New York, 1926; A.M., 1933. The economic aspects of 
the refugee problem. 1945. New York. 
Epwarp B. Wituams, A.B., Morehouse, 1927; A.M., Atlanta, 1937. Negro migration 
selected counties in the Southeast. 1946. Columbia. 
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